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AIRMEN EEO: 


42 B&W Type EL Pulverizers serve six 
B&W Open-Pass Boilers in Clifty Creek 
Plant of Ohio Valley Electric Corporation. 





IRECT-FIRING SYSTEM 


A Compact, Space-Saving Package 
of Efficcent Grinding Power 


* More power and capacity in a compact arrangement .. . long-range dependability 

ie . reduced operating cost —these are the measurable results of continuous, 

a4 intensive development of the modern B&W Pulverizer. It has established an out- 

P standing production and efficiency record in thousands of commercial installations. 

4 | Here are some reasons why: 

er, 

i Continuous High Fineness Over Entire Service Life: simple, quick, safe and low-cost. Adjustments are easil 


Efficient combustion requires high fineness at all times. 
The high circulating load of the B&W Pulverizer per- 
mits efficient and dependable classification of product, 
so that only material of proper fineness leaves the unit. 
In addition, its slow-speed, spring-loaded ball bearing 
grinding elements maintain proper grinding contact 
throughout their service life. 


Handles Wide Variety of Low Grade and Wet Coal: 
Regardless of the coal’s grade or whether it’s dry or 
soaking wet, the B&W Pulverizer’s unique and exclusive 
recirculation of fuel’ through heated air assures efficient 
grinding . . . eliminates shutdown, capacity loss, or 
special attention from operators. 


Simplicity of Arrangement and Reduced Maintenance: 
Accessibility for all normal maintenance makes it 


made while the unit is in operation. Using only clear 
primary air supplied under pressure, fan maintenance 
is substantially reduced and fuel piping is greatly sim 
plified. Also, with the pulverizer acting as its own dis 
tributor, no special distributing devices are needed. 
Grinding elements are of special alloy material. They 
last two years or more on eastern coals and at least a 
year on midwestern coals, 


Adaptable to All Types of Automatic Controls: 
Because it features “one point contact with the boiler,” 
operation of the B&W Pulverizer is simple. The boiler’s 
automatic combustion control is connected to the pul- 
verizer at only one point—the damper in the primary- 
air duct. The pulverizer’s own control system regulates 
all other functions, such as maintenance of proper fuel- 
air ratio and operating temperature. 


SEND FOR DATA. For full information about the B&W Type EL Pulverizer 
and Pulverized-Fuel Firing Systems, write: The Babcock & Wilcox Company, 
Dept. PUF-1A, 161 E. 42nd Street, New York 17, N. Y. 
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MILL LEVEL CONTROL — this 
automatically adjusts fuel-feed. 


DAL RECIRCULATION —this 
ans hig!: fineness, aids drying: 


PRESSURE SYSTEM—this elimi- 
nates fan wear, simplifies piping. 


AIR CONTROL—this means one, 
simple control contact point. 





a: this issue we pay special tribute to the 
independent telephone industry whose 
national association celebrates its sixtieth 
anniversary this vear. That is the United 
States Independent Telephone Associa- 
tion which will hold its sixtieth annual 
convention at the Conrad Hilton Hotel in 
Chicago, October 14th to 16th, inclusive. 


Ir was in 1897—just three years after 
the basic patents on the invention of the 
telephone granted to Dr. Alexander Gra- 
ham Bell had expired—that the independ- 
ent companies formed their national as- 
sociation. It is probably not generally 
known today, when the. relations between 
the independents and Bell system com- 
panies are most cordial and co-operative, 
that the original national association of 
independents was founded as a protest 
movement. 


THERE were, of course, few inde- 
pendents before the Bell patents expired 
in 1893 and 1894. But at that time, the 
field was thrown wide open for the manu- 
facture and use of telephone equipment. 
So it was that independent companies— 
meaning those not associated or affiliated 
with the Bell system—sprang up like June 
clover all over the country. This is es- 
pecially true in the small towns in rural 


E. HORNSBY WASSON 


& 


CLIVE W. HAAS 


areas where the Bell companies have been 
unable to extend their services. 


But the expiration of the Bell patents 
did not end the spirited rivalry between 
the two groups. And the founding of the 
national association of independents in 
1897 was virtually a call to arms to resist 
the “aggressions” of the Bell companies. 
This rivalry and competition persisted 
well into the early years of the twentieth 
century before its futility was recognized 
on both sides. 


_ the independents celebrate their 
sixtieth birthday as a national group 
with a record of service to 9.5 million sub- 
scribers in the United States over nearly 
11,000 exchanges with a plant investment 
of approximately $2.4 billion. Further- 
more, these 4,400 independent companies 
which serve two-thirds of the land area of 
the United States are growing swiftly i 
the scope and importance of their ope: 
tions. 


THE opening article in this issue com 
to us from the vice president of ‘he 
USITA who, according to tradition, 
will probably be the next president of t/iat 
association by the time this magazine 1s 
in general circulation. He is CLivE ‘V. 
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Wati St., New York 5,N.Y. ° 
STON 
LADELPHIA 


The independent telephone 
° industry is daily bringing more 

e and better telephone service 
. to an ever-increasing number of people. 








° Since 1947, we have helped provide capital in 
° amounts varying from $240,000 to $14,700,000 
for independent telephone companies through the 
‘ underwriting and sale of 94 new security issues. Of these, 
63 represented issues in which Kidder, Peabody & Co. 
2 acted as manager, co-manager, or as agent for 









the private placement of such issues. 





. It is our function to plan and to execute 





sound financial programs for each company on 





. the most favorable terms. To do so, we 





maintain a highly trained Research Staff which 





. is continually evaluating the financial 





needs of independent telephone companies 






and the market for their securities. 
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Midwest Stock Exchanges ° 
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Haas, manager of the Big Timber Home 
Telephone Company of Big Timber, Mon- 
tana. 








It has been called one of the best 
little exchanges in the country. And it is 
perhaps symbolical of the democratic 
spirit of the USITA that Mr. Haas, a 
small company executive, will doubtlessly 
succeed the president of the very largest 
independent telephone company system, 
Donald C. Power, president of the General 
Telephone Corporation, who contributed 
to the telephone issue of this magazine just 
a vear ago. 


Mr. Haas, who tells us about USITA 
and the work it does for the independent 
companies, was born on a farm near Mil- 
bank, South Dakota, on October 20, 1896. 
His father took a homestead grant 25 
miles from Big Timber, Montana, when 
he was only a boy of twelve. He helped to 
build the first roads, fences, and schools 
in the area. Following service in the Navy 
in World War I, he attended the Uni- 
versity of Minnesota and the University 
of Washington, studying architecture. He 
started his business career with the Mon- 
tana Power Company in 1922 and in 1926 
made the down payment on the stock of 
the local telephone company with which 
he is now connected. 


. Bell system is represented in this 
issue by the vice president of the 
American Telephone and Telegraph Com- 
pany, E. Hornsspy Wasson, whose article 
on the need of telephones for more reve- 
nue begins on page 646. Like many other 
Bell system executives, Mr. Wasson came 
up from the ranks. Beginning as a sales-- 
man in Chattanooga, Tennessee, in 1926 
with the Southern Bell Telephone & Tele- 
graph Company, he worked up to the posi- 
tion of general commercial manager in 
Atlanta in 1947, Then he was transferred 
to Northwestern Bell Telephone Company 
at Omaha as vice president of public re- 
lations. Five years ago he moved to New 
York with the AT&T organization. Since 
last March he has been vice president in 
charge of rates and revenues. 
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L. GLEN SNARR 






HE regulatory viewpoint on telephone 
service is represented in this issue hy 
the article beginning on page 639 by 
Rutom E. Larsen, director of utilities 
for the Idaho Public Utilities Commis- 
sion. He is a native of that state and at- 
tended the University of Idaho, studying 
accounting and public administration. He 
is a certified accountant who first joined 
the staff of the Idaho commission in 1946 
following naval service in World War IL. 
ok k * * 


GLEN SNarRR, whose article on tele- 
e phone and gas industry co-opera- 
tion in pipeline construction begins on 
page 668, combines magazine writing with 
his career as an advertising executive. His 
articles have appeared in Coronet, Ameri- 
can Magazine, Business Week, and other 
publications. He is an account executive 
in the advertising firm of David W. Evans 
& Associates in Denver. 
* Ok Ok Ox 


\ igew production-minded telephone in- 
dustry has found that certain prin- 
ciples long used elsewhere can be adapted 
to telephone company use. Independent 
and Bell system telephone companies have 
found this path. What is being done in 
the selling line is told by JAmMes i. 
COLLINS in his article, beginning on paze 


656. 


THE next number of this magazine will 
be out November 7th. 


Div Cech. 
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yi ol company is one of the eleven largest Independent telephone 
companies in the United States. It is the largest Independent in Nebras- 
ka, operating about one-fourth of the telephones in the state. It serves 
125 exchanges in the southeast 22 counties of the state, an area rich in 
agricultural and industrial production 


Formerly largely dependent on agriculture, the state last year drew 
almost twice as much of its income from non-agricultural as from agri- 
cultural sources. Farm income is stabilized by the rapid expansion of 
irrigation. Nebraska leads the nation in such expansion with an 82% in- 
crease in the !ast five years. An abundant underground water supply is 
attractive both to industry and agriculture. Other business advantages 
of the area include a dependable labor supply, excellent transportation 
facilities, central location and adequate power —all factors conducive 
to growth. 





LT & T has doubled its investment in the past nine years to keep 
ahead of customer demands. A $42 million company, it now operates 
131,000 telephones, 81% of which are dial. Target date for 100% dial op- 
eration is 1962. Direct distance dialing, first in Nebraska, was established 
this year at five exchanges and all exchanges have direct connection with 
the national operator toll dialing network. 


Now in its second 50 years, the company has direct connection with 
the transcontinental radio-relay system and is now installing radio-relay 
to connect three of its major exchanges. It is equipped to provide modern 
telephone communication to meet any customer need. 

















Coming IN THE NEXT ISSUE 


(November 7, 1957, issue ) 
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A REGION LOOKS TO ITS POWER SUPPLY 


Public utility companies in some areas are finding it necessary and desirable to c»- 





operate with REA co-operatives and government-owned and-operated utilities 






order to work towards a common goal. That goal is to improve the operating e*'- 






ciency of each power supplier through joint planning so that all customers will be «;- 






sured of inexpensive and dependable service. Allen S. King, president of Northern 






States Power Company, discusses such regional responsibility. 











ENGINEERS AS REGULATORY COMMISSIONERS. PART I. 


Dr. Lincoln Smith, who has made an extensive study of the professional backgrou 


1S) 





o 


and organization of our state regulatory commissions, has taken up the question of + 






om 


engineer's rdle in a modern state regulatory commission. Is it of advantage to hay 





an engineer on the commission itself, or does the engineer function more effective’ 






as a specialized staff official? 








GOVERNMENT DEBT IN A FREE ECONOMY 


Government debt and inflation are subjects of continual interest in view of the current 






tight money policy which seems to be of increasing concern to operating utilities. 


















Cecil L. Dunn, manager of the rate department, Southern Counties Gas Company of os 
California, points out that inflation, the central problem of public utility economics MO 
since the end of World War II, has become permanent. Cheaper money and dearer 
goods have come to stay. _— 
por 
APPENDIX—AMERICAN BAR ASSOCIATION—LONDON, ENGLAND spo 
The annual convention of the American Bar Association during the past summer was * 
held in two cities and two countries. The New York city sessions of the Section of 
Public Utility Law were held July | Ith to 13th. Addresses at those sessions were pub- for 
lished in PUBLIC UTILITIES FORTNIGHTLY, issue of September 26th. Subsequently 4 


the Section of Public Utility Law held sessions in London, England, on July 25th and 


26th. The remaining papers at the London sessions will be carried as an Appenc’s 







* 








Al sO... Special financial news, digests, and interpretations of court and con- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, co™- 
panies, executives, financial experts, employees, investors, and othe:s. 
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Answers the jackpot question... 


...are your rates reflecting 





proper return on current 
operating conditions? 








The “Bill Frequency Analyzer’ * can produce rate analyses that give an 
accurate, up-to-date answer. And, it’s a question that should be answered 
MONTHLY to keep rate revenues profitable. 

It’s simplicity itself to use this service — all we need is monthly cus- 
tomer billing tapes or Bill Register Sheets — we do the rest. 

The cost of the service? Less than doing it yourself, and more im- 
portant, you get the figures so quickly, revenue impairment can be 
spo'ted immediately and steps taken to correct inequities. Rate Com- 
missions are familiar with, and respect our analyses for their clarity 
anc accuracy. 

Whatever your needs — minimums, demand rates, reports in any 
for 1, R & S can supply them because we are specialists in serving utility 
cor panies. Write Dept. P-2 for our booklet, “The One Step Method 
of |ll Analysis’. 





“your key to better figures since 1911” 


RECORDING & STATISTICAL CORPORATION 
100 SIXTH AVENUE + NEW YORK 13, N.Y. 


ive with R & S$ — the oldest and largest punched card service bureau in the United States, offering every facility for 
swift, accurate data processing — continuing or peak-load. 








CCoukde CEaeke 


“There never was in the world two opinions alike.” 
—MonTAIGNE 











CLEo F. Cralc “All our history tells us that the right way to live an 
Former chairman of the board, work and achieve is to give men real freedom to becom 
American Telephone ard Telegraph all they can be.” 
Company. 






> 





RICHARD M. N1xon “| There are indications that] people generally are g 

Vice President of the United States. _ ing to react unfavorably to the federal government when 
g ta yt g 

ever it means more spending.” 


5 















BENJAMIN F. FAIRLESS “While candidates for sainthood are not in generou- 

President, American Iron and Steel supply in the business community, the proportion of ras 

Institute. cals is no greater than that found among other group- 
of people.” 






- 









Howarp I. HoLLANDER ‘Automation, whether in the plant or in the office, 1- 
Manager, methods department, the substitution of a more sophisticated level of mech 
National Cash Register anization for human effort, particularly in the area of 
Company. repetitive processing and predetermined routine decision 





making.” 





¥ 







Tuomas B. STANLEY “There is no excuse for federal competition with pri- 

Governor of Virginia. vate industry when private enterprise is ready and will- 
ing to provide the required product or service. Flood 
control is one thing and the generation of electricity 1s 
another.” 




















* a 
Carrot M. SHANKS “Life insurance companies would be better off ‘if they 
President, Prudential Insurance held more common stocks.’ They should participate more 
Company of America. than they do in equity financing. I see no reason why 
they could not with safety have as much as 10 per cent 
of their assets in common stocks.” & 
z * 
EDITORIAL STATEMENT “All governments, like all men, ‘would be tyrants if 
The Economist. they could’; and in a way democracies (and welfare JR. 
states ), which should be best at tying tyrants’ hands, are sing | 
worst of all, because the bureaucrats have such good lainfi 
credentials. The honest, able, and dutiful civil servauit be 
who brushes aside individual objections in an ever-wid- 
ening field does so in the name of the people—for the bh th 
public good...” es of 
¥ ime, 
FREDERICK R. KAPPEL “So far this year the system has sold $530 million of he di 
President, American Telephone and bonds and plans have been announced for the sale of t 
Telegraph Company. $250 million more. Other debt issues are contemplate 1. 8a 





The high cost of money, along with the continuing in- 
crease in other costs, emphasizes more than ever the need 
for telephone rates that produce good earnings. At pres- 
ent the rate of earnings on the total capital invested in 
the Bell system is 6.8 per cent. We are convinced tlie 
rate should be higher and are working to that end.” 
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BELL SYSTEM COMMUNICATIONS SERVE THE PIPELINE INDUSTRY 


William P. Schubart, Dispatching 
Supervisor, runs a “tight line’ by 
telephone from Plainfield, N. J. 
Private line circuits link him with 
60 installations including refineries, 
pumping stations and terminals in 
Socony’s Eastern Pipelines Division. 


He’s keeping track of 40 batches 


by private line telephone service 


sing Be'| System private line telephone service, 
lainfie'd, N.J., dispatcher of Socony Mobil 
ompary keeps multi-product traffic flowing 
bh three different pipeline systems. Up to 40 
ts of cifferent products are en route at the 
ime. 


he dispitcher relies on the telephone (1) to 
t gaucers at delivery points, (2) to keep all 


products moving at a proper rate, and (3) to verify 
the volume of each batch at check points in the line. 


Socony Mobil has used Bell System communica- 
tions for 26 years, has found them dependable and 
accurate ... qualities that may well help your own 
operation. Just call your Bell Telephone Company 
business office. A representative will gladly study 
your needs. No obligation, of course. 


BELL TELEPHONE SYSTEM 


PRIVATE LINE TELEPHONE °* PRIVATE LINE TELETYPEWRITER * DATA TRANSMISSION SYSTEMS 


CHANNELS FOR: REMOTE METERING AND CONTROL 


* TELEPHOTOGRAPH °* CLOSED CIRCUIT TV 














Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Robertson 


Q-Panels 


H. H. Robertson Company 
2424 FARMERS BANK BLDG. ° PITTSBURGH 22, PA. 
Offices in Principal Cities 
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La 

Q-Panel walls grace the new I: \rama 
Plant (above) near Pittsburgh. I: was dg 
by Duquesne Light Company’s Engit 
and Construction Department. The 
Corporation was General Contractor, 




















Q-Panel walls (above) go up quickly 
any weather because they are dry: 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels we 
to enclose the impressive Hawthorn 
Electric Station (left) of the Kansas Citf 
souri, Power and Light Company. Ebas 
vices, Inc., designed and built tiie plan 


NAME 
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ADDRESS 
PUFI 
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specialized 


banking service for the 
TELEPHONE INDUSTRY 


The Chase Manhattan Bank has a special staff with many 
years of experience in providing companies of the telephone 
industry with banking services suited to their needs. 


Among these special services is an employee retirement plan 
for member companies of the United States Independent 
Telephone Association. The Chase Manhattan Bank, as 
trustee of this plan, will welcome inquiries addressed to the 
Pension Trust Division, Chase Manhattan Bank, 40 Wall 
Street, New York 15, N. Y. 


In this, and in its other banking services, Chase Manhattan 
is continuing to serve the vital and growing telephone 


els we industry. 
thorn 
as Cit} 
_ Ebas 
> plan 


THE 


CHASE MANHATTAN 


BANK 


HEAD OFFICE: 18 Pine Street, New York 15 


Member Federal Deposit Insurance Corporation 
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Unirep UTILITIES, INCORPORATED 
603 V. F. W. BUILDING 2 34th & BROADWAY 


KANSAS CITY 11, MISSOURI 
ENDENT GRAPHIC PORTRAYAL OF GROWTH 
s OF UNITED UTILITIES SYSTEM 
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\ SYSTEM CUSTOMERS, end ot yeor 
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& Total Customers Including Telephone 
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BY PIPE LINE 
Above information taken from 1956 annual report. Copy available upon request. 





Why the Bowl Mill is 


AMERICA’S No. 


PULVERIZER 


This chart presents a quick picture of 





the tremendous acceptance of the Bowl 
Mill since its introduction in 1935. 


Cumulative Bowl Mill Grinding Capacity — 
Thousands of Tons per Hour 





1935 1940 1945 1950 1955 1960 





Cutaway view showing assembly of roller 
journal in bowl. Note: 1 — no metal-to- 
metal contact; 2 — self contained lubrication 
system (no grease cups); 3 — convenient 
method of adjustment without dismantling 


Looking down on top of mill. See handy 
arrangement of levers which adjust 
con- 


vanes — while in operation — to 


trol fineness of coal leaving mill 





COMBUSTION 


ENGINEERING 


Combustion Engineering Building © 200 Madison Avenue, New York 16, N. Y. 
Canada: Combustion Engineering-Superheater Ltd. 
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@ stay in continuous service for long periods 

@ operate with low maintenance costs 

e are ae 
@ adjust grinding pressure automatically 

@ lubricate, when required, while in operation — 

@ operate quietly and without vibration 


It is because the C-E Raymond Bowl Mill measures up on all ieee points that it has 


long been regarded by many I 
verizer. The reasons why the Bow 
‘summarized below. 


No, 1 pul- 
eading power engineers as 3s the country’s 
| Mill is an outstanding all-around performer are 


HIGH MOISTURE — The most effective means of achieving good 
pulverizing results with high moisture fuels (16 — 18% — Eastern 
coal, 24% Midwestern, 45 — 50% lignites) are (1) by the admix- 
ture of fuel already dried in the mill with the raw feed and (2) by 
the use of high temperature air. The C-E Raymond Bowl Mill 
was designed to do both of those things, and does them well. Air 
temperatures of 700° F. and above can be utilized. 


LOW POWER CONSUMPTION — Basic design characteristics of the 
Bowl Mill permit pulverizing at less power per ton of material 
than any mill now available. The rapid flow of material through 
the mill and the prompt removal of fine coal as it is produced 
prevents over-grinding. This, in conjunction with the relatively 
low mass of grinding elements and rapid drying action in the 
mill, assures minimum power consumption. 


RELIABILITY — Design and materials are responsible . . . but results 
prove the point — such results for example as operating records 
of 8500, 10,000, 15,000, 20,000 continuous service hours without 
repair or replacement of parts. 


MAINTENANCE — Bowl Mill maintenance cost has always been the 
lowest in the field. Continuing improvements in designs, materials 
and construction keep it that way. A minimum of outage time is 
required for dismantling and assembly. It’s a matter of record in 
many plants that higher costs of material and labor over the past 
15 years have not been reflected in increased maintenance cost 
per ton of coal pulverized. 


FINENESS CONTROL — All necessary adjustments to control fineness 
of finished product can be made conveniently from the outside of 
the pulverizer while it is in operation. 


AUTOMATIC GRINDING PRESSURE — The arrangement of spring- 
loaded roller journals on the Bowl Mill provides automatic com- 
pensation for the variation in pressure between grinding surfaces 
required by variation in grindability of coals. 


LUBRICATION —Is no problem with the Bowl Mill. When required 
— at infrequent intervals — all lubrication is handled from outside 
the mill while it is in service. 


VIBRATIONLESS — QUIET — The Bowl Mill’s grinding rollers make 
no metal-to-metal contact with the grinding ring, assuring quiet, 


vibrationless operation. 
° ° ° 


Whether you are evaluating pulverizers for your pres- 
ent plant expansion program or for future require- 
ments, we suggest you use the above check list to get 
the facts. Send for Catalog PC-8 for further details. 
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As King Canute nobly showed, no man, 
~even in exalted position, can govern 
‘the elements... our efforts only can be 
toward resisting them. Kerite Cable, in 
submarine, underground and above- 
ground applications, has proved, over 
the years, singularly successful in resist- 


The value and service life of a product can be no greater than the integrity and craftsmanship of its maker. 


KERITE CABLE 


THE KERITE COMPAN Y—30 Church St., New York 7, N. Y. 
Offices also at 122 S. Michigan Ave., Chicago; 582 Market St., San Franciscc; 
3901 San Fernando Rd., Glendale 4, Calif.; 31 St. James Ave., Boston 
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Canute, the Dane who in 
early times was England’s 
king, is best remembered 
for the time when he sat 
down near the incoming 
ocean waves and bade them 
come no nearer. This the 
humble king did to prove to 
his overflattering courtiers 
that he had no control over 
the tides... 
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STEMMING THE OCEAN TIDE 


ing the destructive action of the elements 
—even of time itself. Small wonder the 
dependability, durability and unique 
superiority of Kerite Cable insulation 
have been relied on for years, the world 
over, wherever formidable cable prob- 
lems present themselves. 
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OF PROGRESS 


On this 60th anniversary of the United States Independent Telephone Association, it 
is fitting to reflect on the enviable achievements of the Independent Telephone Industry. 
Since 1897, the Telephone Industry has met the challenge of the changing times with 
much foresight and resourcefulness. In keeping pace with the urgent demands of a free 
and rapidly expanding economy, Independent Telephony has contributed immeasurably 


to our American way of life. 


L. M. Berry and Company is happy to commemorate this occasion because we are proud to 
have served the Independents in the field of Telephone Directory Advertising for 47 years 
...and to have become an integral part of the Telephone Industry and its progress. Every 
year since 1910, we have enjoyed a closer relationship with Independent Telephony as 
more and more Independent Companies have found greater satisfaction, profits, and con- 
venience in our services. We are most grateful to the Independent Telephone Industry 


for giving us the opportunity of sharing in its contributions and growth. 


M. BERRY ann COMPANY 


Telephone Directory Advertising Exclusively 


ENERAL OFFICES © HULMAN BUILDING © DAYTON 2, OHIO © MICHIGAN 7421 








SOLISTRAND= 
22-600 MCM AWG 


SOLISTRAND Butt and 
Parallel Connectors for 
innercoil connection to 
leads. SOLISTRAND Ter- 
minals on outside leads 
of transformers. 
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for the 
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GRIP 
8-4/0 AWG 
26-10 AWG 


PRE-INSULATED DIA- 
MOND GRIP and DIA- 
MOND GRIP Terminals 
and Connectors for 
switchgear panel wiring 
in generator plants and 
sub-stations. 
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SOLISTRAND and AMPLI- 
BOND Terminals and 
Connectors for construc- 
tion and maintenance of 
generator plants and sub- 
stations. 


we 


ALL TERMINALS SHOWN ACTUAL;$IzE 
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PRE-INSULATED 
DIAMOND GRIP 


26-10 AWG 


PRE-INSULATED DI 
MOND GRIP and 9 
STRAND Terrinals 4 
Connectors for street 
traffic light installa 
and maintenance. 





MBTERMINAL PRODUCTS 
RBUTILITY INDUSTRY... 


AM ’s diversified lines of terminal and connector products . . . and matched precision-engineered 
app'ication tooling . . . have been part of the utility industry’s components story, in many ways, 
for :aany years. These products have been designed for the exacting requirements of the electrical 
industry in general, and a predominant number of original equipment items depend on the AMP 
metiiod of termination and connection for service reliability. 


AM? ’s diversified lines of terminal and connector products include: 


Ampli-BOND® —provide full insulation sup- 
port for large wire sizes. They are bonded 
and reinforced to prevent relaxation of cable 


support. 

PRE-INSULATED DIAMOND GRIP —insu- 

lated with tough plastic that won’t come off 
. it’s bonded. Affords optimum perform- 

ance under vibration. 


SOLISTRAND® —of one-piece construction, 
for application to stranded, solid or irreg- 
ularly shaped conductors. 


DIAMOND GRIP —non-insulated, but having 
metallic sheath to provide full circumferential 
support to cable. Excellent for applications 
where resistance to vibration is a factor. 


Some typical applications of these A-MP products are shown below. 


AMP’s continuing programs of research and development are increasing the potential of newer 
products to speed operations, reduce costs, and improve reliability for all phases of utility activity. 


are available in the U.S. A. through American Pamcor Inc. 


PAMCOR INC 


A-MP products, when required for maintenance and repair needs, api 
AMERICAN 


For additional information write to: 


AMP INCORPORATED 


General Offices: 
7537 Eisenhower Boulevard, Harrisburg, Pa. 
Wholly Owned Subsidiaries: Aircraft-Marine Products of Canada, Ltd., Toronto, Canada « Aircraft-Marine Products 
(Great Britain) Ltd., London, England « Societe AMP de France, Le Pre St. Gervais, Seine, France * AMP—Holland 
N.V. ’s-Hertogenbosch, Holland 
Distributor in Japan: Oriental Terminal Products Co., Ltd., Tokyo, Japan 




















“INSULATED DIA- 
D GPiP, DIAMOND 
Fy and SOLISTRAND 
find extensive usage 
ruck and car fleet 


PRE-INSULATED DIA- 
MOND GRIP Terminals 
and Connectors for com- 
munications equipment. 


PRE-INSULATED DIA- 
MOND GRIP, DIAMOND 
GRIP and SOLISTRAND 
types for appliance re- 
pairs. 


PRE-INSULATED DiA- 
MOND GRIP, DIAMOND: 
GRIP and SOLISTRAND- 
types for meter repairs. 





Copies from any color * Sizes to 26” wide * 100% accurate * Makes quality prints * Reproduces everything 
Full copy-paper line * Trouble free * Long print life * National service and supply « Rigid prints for easy filing 
Widest choice of models * All types of records * One or both sides 


There is no limit to the copying versatility of 
TRANSCOPY. All of the most wanted features in 
modern photocopying have been included. 
Ideal for public utilities—TRANSCOPY accurately 
copies records up to 26” wide... including en- 
gineering drawings, maps, statistical reports, pole 
line records, meter records, consumer bills, corre- 
spondence and similar items. To learn all about 
the advantages TRANSCOPY offers, send for de- 
scriptive brochure P401, “New Transcopy Duplex’’ 
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DIVISION OF SPERRY RAND corporatit 
Room 2059, 315 Fourth Ave., New York 10,\. 


Please send free brochure “New Transcopy Dur 


(P401) 
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THE IRVING TRUST COMPANY SERVES VITAL INDUSTRY 


service lines into the future... 


Vast growth of the Utility Industry 
has had its share of financial complexities. 
Fiowever, close to the pulse of the finan- 
cial world and to the Industry itself, our 
specialists continue to reach ahead with 
1'-w and sound approaches. 

Whether an undertaking of capital plan- 


ning, financing, or cultivation of the finan- 
cial community—our Analytical Studies, 
Seminars and Round Tables may prove 
valuable aids to your company’s future. 

For more information, call Public Util- 
ities Department at DIgby 43500 or 
write us at One Wall Street. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $125,000,000 


Rickarp H. West, Chairman of the Board 


Total Assets over $1,500,000,000 


Gerorce A. MurPHy, President 


Public Utilities Department—JOHN F. CuiLps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





ATOMIC 


. The appropriate power 
for your expanding program 


Send for our 
descriptive booklet, 
“Pioneering New 
Horizons’’ of these 
and other services. 
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Pioneer Service & Engineering Co. 


231 South La Salle Street « Chicago, IIlinois 








SUPPLYING LOCAL 
TELEPHONE 





HIGH POINT 





RANDLEMAN AND ADJACENT 
AREAS IN THE CENTRAL PART 
OF NORTH CAROLINA 


AND LONG DISTANCE 





SERVICE 10 


e@ THOMASVILLE, 








NORTH 
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STATE TELEPHONE COMPANY 


SHED 1895) 
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rican Appraisals of reproduction 


cost may affect rates 
Am<sican Appraisal report of the cost of repro- 
ction provides convincing evidence in the prepa- 
tion ./ an appeal for adjusting rates to provide 
ore equitable return. 


The 
‘RICAN APPRAISAL 


Company 
Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 





More for your Money in 


MORYSVILLE 





New Line Construction Body for single or dual wheel chassis from % to 2 tons. 
Length from 8’ to 14’ (CA's from 48" to 120''). Sliding roof for derrick; 
ample stowage space inside and out. Many plus features at no extra cost. 


@14 and 16 ga. Body Steel (14 ga. @ Concealed metal Winch Box. 
throughout for models rated 1 ton @ Curbside Access to tools and 
up—19 ga. doors). equipment used most frequently. 

@ 4%” Diamond Floor Plate. @ Vertical Compartments for climb- 

@ 5” Structural Channel Under- ers, lines and linemen’s tools. 
structure. ® Large, inside ventilated, Rubber 

@ Electric Welded throughout. Goods Compartment. 

® Telescoping Roof with weather ® Two piece Front Window in crew 
tight, easy sliding action. compartment. 

@ One piece Smooth Welded Draw- @ Bit and Chisel Drawer; Trough for 
ers and Compartments. Drills, Tamps, Rods, etc. 

@ Vertical or Horizontal Flush Doors ® Fendix Undercoating at no extra 
with recessed, spring loaded _ charge. 
latches at no extra charge. 


IMMEDIATE DELIVERY ¢ Distributors in Principal Cities 
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DEPARTMENT OF THE - i. ~e 
CORPS OF ENGINEERS i a 
CLARK HILL POWER PLANT 
EFFICIENCY TEST BY GIBSON METHOD 
UNIT No. 5 MAY 2,1954 
TURBINE EFFICIENCY 


NET HEAD = I4l FEET 


NEWPORT NEWS) SHIPBUILDING & DRY DOCK CO 











Maximum efficiency of 94.1 


Reflects advanced practices at Newport News 


THE GRAPH shows performance of a 55,000 horse- 
power turbine, one of seven such units built by New- 
port News for the Clark Hill Power Plant (see photo). 


Shape of the curve is typical... not exceptional... 


for Newport News turbine performance. Regular, 
uniform, showing no-cut-off at full load, it indicates 
consistent delivery and stable operation. 

And especially, experience in design and model 
testing. 

At Newport News, turbine runners are continually 
being designed and redesigned for improvements in 


Engineers ... Desirable positions available at Newport 
News for Designers and Engineers in many categories. 
Address inquiries te Employment Manager. 


performance. And often upon receiving a contract 
turbines, a model setting is built and complete t 
made. So far, Newport News has filled turbine 
tracts with an aggregate rated output iri exces 
7,000,000 horsepower. 

Penstocks, spiral casings, valves, pumps, rack! 
and other essentials are also designed and built 
Newport News. Our illustrated booklet, “WAT 
POWER EQUIPMENT,” will be sent tc you ¥ 
request. 


Newport Ne 


Shipbuilding and Dry Dock Comp 
Newport News, Virginia 








“WHAT D’YOU 
SEE, MISTER?’’ 


The future, son! New homes, new towns, new 
industry ...in the Heartland of America! 


* * * 


The natural gas pipeline surveyor is a symbol 
of progress . . . of residential and industrial 
growth in that part of America’s Heartland 
served by Columbia Gas System. 


In Ohio, Pennsylvania, West Virginia, Ken- 
tucky, Virginia, Maryland, and southern New 
York, the demand for natural gas keeps 
mounting rapidly. Ten years ago, Columbia 
delivered 231 billion cubic feet of gas to the 
homes, businesses, and industries it serves. 
Last year, that figure rose to 605 billion. In 
1961, it is estimated that the System’s custom- 
ers will require 845 billion cubic feet annually. 


Columbia Gas System companies look to the 
future by planning and building to meet these 
increasing needs for natural gas . . . to keep 
pace with the phenomenal growth of Amer- 
ica’s Heartland. 


contract 
niplete ts 
urbine ¢ 
ri EXCcess 


rack tf 
od built : / 
“WAT! g <S 
> you t THE COLUM 
SYSTEM, INC. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
120 East 4ist Street, New York 17, N.Y. 
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mops ESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, Central Kentucky Natural Gas Company, 
oO ™ Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation. COLUMBUS GROUP: The Ohio Fuel Gas Company 
RGH GROUP: The Manufacturers Lightand Heat Company, ColumbiaGasof New York, Inc., Cumberland and Allegheny Gas Company, Home Gas Company 





ENRICO FERMI ATOMIC POWER PLANT 


100,000 Kw Capacity 
Under Construction Near Monroe, Michigan 
by 
POWER REACTOR DEVELOPMENT COMPANY 


and 
THE DETROIT EDISON COMPANY 


COMMONWEALTH ASSOCIATES INC. 
Architect-Engineer for the Reactor Plant 





COMMONWEALTH SERVICES INC. 


New York, N. Y. Jackson, Mich. Washington, D. C. Houston, ‘ex. 


300 PARK AVENUE, NEW YORK 22, NEW YORK 


COMMONWEALTH ASSOCIATES INC. 
JACKSON, MICHIGAN 
The Commonwealth Professional Engineering Organization 





In actual road fests... 
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Dodge won top honors 
in test after test between 
comparable models of all 
three low-priced trucks. 
Special high-speed camera 
records actual finish of 
hill-climb test. From a 
standing start, test crews 
raced all three trucks up 
a 32% grade. Dodge was 
first by five lengths. 
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and on your job . . 


Dodge gives you more 

V-8 power, in every 

aa = weight class, than either 

Scr TEETER of the other two low- 

* Sita aes priced trucks. From 

cs ~~ 204-hp. pick-ups to 232- 

i a hp. tandems, the extra 
Fs) ad a A) Ps 
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power you get in a Dodge 
means an on-the-job 
performance bonus for 
you. It means greater 
economy, too, because it 
cuts down engine strain, 
reduces wear and repairs. 





ocge Power Giants outpower, outperform the 
other two” low-priced makes by wide margin! 


power? Dodge outpowers its low-priced competi- 
ly as auch as 27 percent. 


economical performance? The advanced design 
Dod e short-stroke V-8 produces the most efficient i 
bage ‘1 the industry. You get more miles per gallon 


ll power on regular gas. DowerGianrs 
extra payload capacity and handling ease? Dodge 
bet on both counts. 


abou: it? Don’t you think you should find out for 

If? Just give your Dodge dealer a ring. He'll bring 
fight to your door and he’ll show you certified 

sults that demonstrate Dodge is a winner in actual 
d on your job. 
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AN INFORMATIONAL PROGRAM FOR UTILITY EMPLOYt 


The P.U.R. Guide 


> A new and different approach to the educational needs of utility employees — called 
THE P.U.R. GUIDE — is now being used by many companies. Somewhat descript'vely, 
the GUIDE is referred to as “a journey of understanding.” It takes the user throug’: the 
economics of public utilities and through many other non-technical phases of utility op. 
eration. It was organized by and is issued under the general supervision of an experienced 
staff of specialists. 


> THE P.U.R. GUIDE program is a systematically and consecutively arranged series of 
weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step story 
about the nature of the utility business, its important place in the American economy, the 
present conditions under which it is conducted, its day-to-day objectives and responsibili- 
ties, the existing problems with which it is confronted and other current subjects arising 
in connection with organization, financing, management, operation and regulation. This pro- 
gram adds guidance to experience in the development of the “management team.” 











Features of THE P.U.R. GUIDE 


50 issues of 8 pages (one each week) 

















Certificate of meritorious completion 








Glossary of words and terms and complete index 





Ring binder embossed with enrollee’s name 
Leader’s Manual for group discussion 
Occasional reprints from Public Utilities Fortnight 


Enrollments on company order only 
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New groups January 1, April 1 and September 1, !! 


Comments about THE P.U.R. GUIDE 


One of the best educational programs we have had in I am sure the total series of 52 will prove of ines 
years. mable value to the utility industry. 


Division Manager Vice President & General Mang 


he hen tyme or iets I would like to have received it twenty years ago. 
Vice President Division Many 


I know of no better source for obtaining information We feel that THE P.U.R. GUIDE training progt 


it contains. - : . 
— is being well received. 
District Manager Training Coordin 


I am sure that this new publication will prove of ; : ‘ ee 

great value in the training of our younger personnel. I find the material very interesting and ins'ructive 
President Division Mani 

All of the men are interested and believe the studies We are pleased we have had an opportuni'y to df 

to be quite worthwhile to them. a the course to our management people. 

Division Manager Employee Relations Departm 


Those in charge of employee education or training may obtain further information from: 


PUBLIC UTILITIES REPORTS, INC., Publishers 
332 Pennsylvania Building e Washingtor 4, D.' 











— called 
‘iptively, 
ug! the 
‘ility Op- 
ericenced 


series of 
ep story 
omy, the 
ons ibili- 
$ arising 
This pro- 


ylete index 


ove of ines 
eral Manag 


years ago. 


ins ructive 
sion Manu 


unity to of 


s Departm! 

















OCTOBER—NOVEMBER 





Thursday—24 


irginia Independent Tele- 
begins 


Roa- 


Association 
convention, 
noke, Va. 


Friday—25 
Engineers Joint Council 
ends 2-day annual meeting 
and general assembly, New 


York, N.Y. 


Saturday—26 


American Power Dispatch- 

ers Association, Inc., ends 

2-day fall meeting, Fresno, 
Cal. 


Sunday—27 


Alabama-Mississippi Tele- 
phone Association will hold 
annual convention,  Bir- 
mingham, Ala. Nov. 11, 12. 
Advance notice. 





Monday—28 


Association of 
Utilities 
mumissioners begs an- 
al conference, Memphis, 
Tenn. 


ational 
ulroad and 


Tuesday—29 


American Institute of Elec- 
trical Engineers begins 
farm electrification confer- 
ence, Minneapolis, Minn. 


Wednesday—30 


Water Works 

Association, Chesapeake 

Section, begins meeting, 
Washington, D. C. 
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American 


Thursday—31 


American Nuclear Society 
ends 4-day winter meeting, 


New York, N. Y. 








NOVEMBER 
Friday—1 

if Radio Engi- 
s 2-day 
onference of the 
Wl group on elec- 
ces, Washington, 
ING 


annual 


Saturday—2 


American Society for Met- 
als begins world metal- 
lurgical congress, Chicago, 


ll. 


Sunday—3 


American Petroleum Insti- 

tute will hold meeting, 

Chicago, Ill. Nov. 11-14. 
Advance notice. 





uesday—5 


ar Association, 
on Natural Re- 
vill hold a brief- 
rence on water 
San Francisco, 
14, 15. Advance 
notice. 





Wednesday—6 


American I|Water Works 

Association, Virginia Sec- 

tion, begins annual meet- 
ing, Roanoke, Va. 





Thursday—7 


Pennsylvania Electric As- 

sociation, Prime Movers 

Committee, begins meeting, 
Schenectady, N.Y. 


© 


Monday—4 


South Carolina Independ- 

ent Telephone Association 

begins annual convention, 
Clemson, S. C. 








Friday—8 


Edison Electric Institute, 

Accident Prevention Com- 

mittee, ends 3-day meeting, 
Pittsburgh, Pa. 
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Courtesy, General Telephone Company of California 












Modern Telephone Office Building, Santa Monica, California 
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VoL. 60, No. 9 


OCTOBER 24, 1957 


Opportunity Unlimited— 


Independent ‘Telephony 


The 4,400 independent telephone companies are a “vi- 

brant force in a dynamic economy.” Why the author 

feels this way and his reasons therefor are authori- 
tatively covered. 


By CLIVE W. HAAS* 
FIRST VICE PRESIDENT, UNITED STATES INDEPENDENT 
TELEPHONE ASSOCIATION 


s the nation’s 4,400 independent tele- 
phone companies, their manufac- 
turers, suppliers, and related firms 

unite to observe their sixtieth anniversary, 
it is appropriate that we pause to com- 
memorate our past achievements, count 
our blessings, see how far we have come, 
and take a look at the foreseeable future. 


* Also manager, Big Timber Home Telephone 
Company. For additional personal note, see “Pages 
with the Editors.” 


Independent telephony has come a long 
way since its humble beginning as an or- 
ganized industry back in 1897. As The 
Wall Street Journal recently said, the in- 
dependent telephone industry is no minor 
league business. It operates 9.5 million 
telephones in 11,000 communities, and it 
serves two-thirds of the geographical area 
of the United States, as well as large 
areas in Alaska, Hawaii, Canada, and 
Puerto Rico. It has a plant investment 


OCTOBER 24, 1957 
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approaching $2.5 billion, annual gross 
revenues of $650 million, and 100,000 em- 
ployees. Seventy per cent of our telephones 
are dial operated, and hundreds are now 
being converted to dial operation.’ 

The independent telephone companies 
of this country have been responsible for 
many of the inventions that have contrib- 
uted to the progress of the industry and 
the public interest, including development 
of the dial system,® which was first intro- 
duced by them at the turn of the century, 
the handset telephone, and direct dialing 
of long-distance calls. 


_ the nation’s long-distance serv- 
ice is furnished primarily by the Bell 
system toll networks, all long-distance fa- 
cilities are interconnected with independ- 
ent telephone company lines. Long-dis- 
tance traffic between the two segments of 
the industry is freely interchanged. Agree- 


ments are in effect covering routings and 
divisions of revenues on the interchanged 
business. Many independent companies 
themselves own and operate a large mile- 
age of toll lines, mostly regional in char- 
acter, all interconnected with the Bell net- 
work and with the toll facilities of neigh- 
boring independent companies. 

The independents are compensated by 
the Bell system for the use of their facili- 
ties in the interchange of toll messages. 
This toll compensation currently totals 
more than $160 million annually. 


1 There are scores of important cities in which 
the independents operate exclusively, including 
Rochester, New York; Tampa, St. Petersburg, 
and Tallahassee, Florida; Santa Monica and Long 
Beach, California; Lincoln, Nebraska; Fort 
Wayne, Indiana; Durham, North Carolina; James- 
town, New York; and Erie and Oil City, Pennsyl- 
vania. 

2The first practical telephone system was in- 
vented by Almon Brown Strowger, a Kansas City 
undertaker, whose basic idea materials were a 
pasteboard collar box, a lead pencil, and a packet 
of pins. 
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Although we are growing in every 
other way, the number of independent 
companies is shrinking gradually due to 
economic developments. Time was when a 
fairly creditable telephone plant could be 
operated successfully in a small commu- 
nity by a man and his wife. That day has 
passed, but through mergers, moderniza- 
tion, and other means, the independents 
are finding it possible not only to continue 
but to prosper. In fact, in terms of the 
percentage gain in number of subscribers, 
they are growing faster than the great Bell 
system. These mergers make for strength, 
but there continues a lot of sentimentality 
for the smaller units. 


AX this activity, however, received very 
little public attention until three 
years ago when the United States Inde- 
pendent Telephone Association, national 
trade organization of the industry, 
launched a country-wide advertising and 
publicity program to acquaint the public 
with the fact that, without the independ- 
ents, the communications system of the 
United States would not be complete. 
This campaign has brought about a 
greater recognition of the importance of 
the independent segment of the industry, 
and has resulted in more interest on the 
part of investors in independent company 
securities, which have been issued in large 
amounts to meet the unprecedented need 
for money for plant expansion. 

This greater recognition of the indus- 
try was given expression last month when 
Independent Telephone Week was cele- 
brated nationally and when proclamations 
hailing the observance were issued by the 
governors of Alaska, Arkansas, Colorado, 
Florida, Illinois, Indiana, Kentucky, 
Louisiana, Maryland, Michigan, Minne- 
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OPPORTUNITY UNLIMITED—INDEPENDENT TELEPHONY 


and statisticians, the independent telephone industry, now 


q “BASED on projections by the country’s leading economists 


serving 9.5 million telephones, likely will be serving 12 million 
telephones by the end of 1960, and may have in operation 
some 26 million telephones by 1975. The Bell system, of course, 
will grow accordingly. This gives us something to think about. 
And it sets up a big target to shoot at, posing many problems, 
such as the raising of millions of dollars for capital expan- 
sion, training our people to keep abreast of technological ad- 
vances, and keeping rates reasonably in line with inflation.” 


sota, Missouri, Nebraska, Ohio, Okla- 
homa, Tennessee, Texas, Vermont, Vir- 
ginia, Washington, and Wyoming. It is 
being given further expression again in 
this month of October with the holding of 
the highly publicized convention of the 
United States Independent Telephone As- 
sociation at Chicago. Here more than 
3,000 management and supervisory men 
and women will assemble to further their 
knowledge of the communications art, 
and circulate through some 150 display 
rooms of the Conrad Hilton Hotel to 
marvel at exhibits of equipment of various 
kinds, ranging from the latest in telephone 
switchboards to microwave and other elec- 
tronic devices on down to crossarms, bolts, 
and nuts. The independents have their 
own equipment manufacturers and sup- 
plier agencies, the quality of whose prod- 
ucts is as high as any in the world. 


fee independent telephone business is, 

perhaps, one of the best organized 
businesses in the country, because the 
companies over the years have had 
brought home to them, time and again, 
the stark truth of the well-known apho- 
rism that in union there is strength. Func- 
tioning at the national level is the United 


States Independent Telephone Associa- 
tion, while our interests at the local level 
are protected by 34 state telephone asso- 
ciations which co-operate closely with the 
national organization. In addition to look- 
ing after broad matters of common con- 
cern on legislative and governmental 
fronts, these organized groups are con- 
stantly studying the problems of the com- 
panies. 

Through full-time staffs in most cases 
and voluntary committees, such sub- 
jects as accounting procedures, commer- 
cial practices, standardization, mechaniza- 
tion, employee relations, and public rela- 
tions are constantly under review. 


S desiageone ROOSEVELT once described 

the Chautauqua movement as the 
most democratic thing in America. If that 
be true, then it could be said that the in- 
dependent telephone industry is the second 
most democratic institution in America. 
This is illustrated by its heterogeneous 
composition. 

It is made up of 93 operating com- 
panies with annual gross revenues of 
more than $1 million each, and thousands 
of small companies scattered over the face 
of suburban and rural America, many of 
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which serve less than 1,000 telephones 
each and which have annual gross reve- 
nues of $50,000 or less. The equipment 
needs of these companies are filled by some 
150 manufacturers and suppliers from 
various locations in the 48 states. Heads 
of large and small companies frequently 
have alternated in serving as president of 
the United States Independent Telephone 
Association, whose governing body of 
thirty-six directors is made up representa- 
tively of small, medium, and large opera- 
ting and manufacturing companies. Per- 
sonally, I know of no business which has 
better exemplified the American system of 
free enterprise than has independent 
telephony. 


a” the words of an observer, ‘‘the asso- 

ciation is the outward expression in 
the field of national affairs of the abiding 
dedication of independent telephone people 
to a service touching intimately the lives 
of millions.” 

Today, our industry is a vibrant force 
in a dynamic economy. It stands, along 
with other industries, on the threshhold of 
a new era which seems destined to tran- 
scend all others. There are many who feel 
that in many phases of communications 
activity we have barely scratched the sur- 
face. No one can predict our future with 
positive certainty, but it looks as though 
we are going to grow and prosper during 
the next two or three decades as never be- 
fore. Such a prediction, of course, is based 
on several premises, including the belief 
that there will be no violent misuse of 
atomic energy by world powers, and that 
we shall not experience a serious setback 
to our high-geared economy. 

Looking back, we may be well pleased 
with the progress we have made, and even 
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amazed at some of the rough terrain over 
which we have traveled, but looking ahead 
we still have a long way to go. We cannot 
afford to view the future with compla- 
cency because our business is highly com- 
petitive in the sense that other businesses 
are vying with us for the consumer’s dol- 
lar. How far we move in the right direc- 
tion, and how rapidly, depends on all of 
us and how well we explore the acres of 
ideas around us. 


— on projections by the country’s 
leading economists and statisticians, 
the independent telephone industry, now 
serving 9.5 million telephones, likely will 
be serving 12 million telephones by the 
end of 1960, and may have in operation 
some 26 million telephones by 1975. The 
Bell system, of course, will grow accord- 
ingly. 

This gives us something to think about. 
And it sets up a big target to shoot at, 
posing many problems, such as the raising 
of millions of dollars for capital expan- 
sion, training our people to keep abreast 
of technological advances, and keeping 
rates reasonably in line with inflation. The 
latter, in itself, is no small task as every 
telephone man well knows. 

Our horizons are unlimited and _ the 
market potential is vast. We are no longer 
satisfied with simply meeting the demand 
for telephone service. We are looking for- 
ward to the more invigorating and chal- 
lenging field of anticipating the custom- 
er’s needs. More than that! We look for- 
ward to creating desires and being pre- 
pared to satisfy these desires at the right 
time and at the right price. In short, we 
are getting the merchandising concept. 
And that does not mean just selling—it is 
much broader than that. It means, first of 
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OPPORTUNITY UNLIMITED—INDEPENDENT TELEPHONY 


all, planning and all that planning implies: 
knowledge of the market and what is re- 
quired to serve it. Next it means to trans- 
late market information into design and 
style procurement. And finally we offer 
the service—advertise, promote, and sell. 
As we develop and practice this philoso- 
phy we shall see the telephone develop be- 
yond expectations. 


[’ would not be unrealistic to expect the 
elimination of four-party service in 
urban areas, fewer parties per line in rural 
areas, and a far greater percentage of 
families with telephone service than we 
now have. The home with one telephone 
will be old-fashioned. And it is not fan- 
tastic to expect a 150 per cent increase in 
the number of extensions. Farmers will 
have telephones in their barns. There will 
be a large increase in the number of col- 
ored telephones, and there will be a de- 
mand for special.kinds of services not yet 
dreamed of. 

Within the next ten years the use of 
radio in telephone communications will be 
commonly accepted. It will help us to keep 
in touch with planes, ships, and moving 
vehicles and to achieve increasingly a uni- 
versal telephone service. 

More distant perhaps is the possibility 
of telephones where you can see the party 
at the other end. This is already practical 
and has been demonstrated, but further 
study is required to determine if it can 
be produced at a cost which will have wide 
appeal. Other possibilities are a telephone 
with push-button keys to replace the dial, 
residential intercommunication set, door- 


answering telephone set, facsimile service, 
one-way radio signaling system, inward 
dialing to PBX extensions, and the inte- 
gration of telephone systems with data 
handling and storage systems. 


ii the kitchen of tomorrow there is to be 

a no hands telephone that lets the 
housewife carry on a local or long-dis- 
tance chat while unwrapping the frozen 
dinner. This telephone could be answered 
by a touch of any one of a number of 
push buttons strategically located around 
the room. The same telephone system 
could also be used to activate equipment 
around the house, start meals, close win- 
dows, or let the cat out. 

In short, there really is no saturation 
point, and we shall rely on the same spirit 
of enterprise that created our industry to 
keep alive the creative genius which will 
develop new uses, new markets, and an 
ever-increasing role for the telephone of 
the future. 

For a successful performance of the 
gigantic task ahead, we shall need guid- 
ance and counsel as never before. Our na- 
tional organization, the United States In- 
dependent Telephone Association, can be 
depended upon to smooth the way and 
help solve the maze of complicated prob- 
lems which are bound to face us as time 
goes on. 

From its vantage point in the na- 
tion’s capital, aided and abetted by its 
dedicated people in the field, the associa- 
tion, through its officers and staff, will 
continue to give grand emphasis to the 
“forward look.” 








OCTOBER 24, 1957 













































































Relationship of State to Federal 
Regulation of Common Carriers 


State commissions having jurisdiction over telephone 
and telegraph companies are primarily concerned with 
intrastate matters. There is a natural overlapping with 
federal regulation and this calls for a co-operative 
spirit in solving some of the joint problems. 


By RULOM E. LARSEN* 


OME of the more baffling problems 
which come before state regulatory 
bodies involve the relationship be- 

tween state and federal regulation of 
common carriers. This relationship should 
be one of co-operation. Federal regulation 
has its place primarily in the regulation of 
interstate operations. State commissions 
have their place primarily in the regula- 
tion of intrastate operations. While the 
line of demarcation between intrastate 
and interstate seems to be variable for dif- 
ferent utilities, it can usually be followed 
without too much difficulty if there is 
proper co-operation between state and fed- 
eral agencies. 

* Director of utilities, Idaho Public Utilities 


Commission. For additional personal note, see 
“Pages with the Editors.” 
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In many matters the federal govern- 
ment has pre-empted the field, and federal 
legislation or regulation takes precedence 
over state legislation or regulation. For 
example, the Federal Communications 
Commission has provided a uniform sys- 
tem of accounts and depreciation rates for 
telephone and telegraph service or, as they 
term them, “common carriers.” They also 
require approval of construction pro- 
grams. All this is considered essential to 
the authorization of interstate rate levels 


N° obviously, with the uniform sys- 
tem of accounts prescribed for inter- 
state business, it would be impractical to 
have a conflicting system and, conse 
quently, another set of books for intra- 
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RELATIONSHIP OF STATE TO FEDERAL REGULATION 


state business. Accordingly, many of the 
states have approved the federal system of 
accounts for utilities within their juris- 
diction, and sometimes have adopted addi- 
tional, but nonconflicting, requirements. 

The same is true as regards deprecia- 
tion rates. Typical of the telephone indus- 
try, the same property is used indiscrimi- 
nately for both interstate and intrastate 
service. Obviously, it would be impractical 
to have two different depreciation rates 
for the same class and kind of property, 
even for the same property, in some in- 
stances. The Federal Communications 
Commission considers the views of the 
states concerned before new depreciation 
rates are authorized, and thus the rates 
may be said to have been set on a co- 
operative basis. 

Also, the federal commissions as well 
as many of the state agencies, require the 
submission of construction programs 
prior to the time work may be started. 
This is true whether the construction 
crosses state lines or is wholly within the 
state. Often the use of the property under 


construction will be for both intrastate 


and interstate service. Difficulties would 
certainly arise were the federal agency to 
approve construction and the state agency 


| to decline to approve it. There would be 


delay from which the utilities and their 


| customers might suffer. 


q 
the purpose of regulation is to aid 


in the provision of good, dependable 
utility service, regulation defeats its own 
ends when there is not uniformity in many 
of the matters in which there is joint 


| tegulatory responsibility. 


With many overlapping areas, it is nec- 


| essary that there be a great deal of co- 
| Operation between state and federal regu- 


latory bodies and, in some instances, be- 
tween the regulatory bodies of adjoining 
states. There is no need for these overlap- 
ping areas of authority to cause trouble. 
Rather, good, sound common sense would 
dictate that there be co-operation with a 
consequent saving in time and expense, 
not only to the utility and, therefore, its 
ratepayers, but also to the taxpayers of 
the several governmental groups. 

There is need for co-operation and co- 
ordination in the treatment of accelerated 
depreciation by utility companies under 
the Revenue Act of 1954. Twenty-four 
state commissions, which have made ac- 
counting rulings, have provided for charg- 
ing the differentials arising from the use 
of liberalized depreciation to operating in- 
come. Only one state commission, in a 
rate proceeding, has not recognized the 
differentials in such fashion. The Federal 
Power Commission has also held the dif- 
ferentials chargeable to operating income. 
Consideration is now being given the mat- 
ter by the Federal Communications Com- 
mission, pursuant to the General Tele- 
phone Corporation’s petition of Septem- 
ber 25, 1956. The Wisconsin commission 
has filed an objection in this case. 


HERE are two major types of tele- 

phone service. Briefly stated, one 
type is called exchange service and covers 
telephone calls within a community; the 
other type is called message toll telephone 
service and covers calls between communi- 
ties or cities. Message toll telephone serv- 
ice contrasts with exchange service, 
largely, in the fact that it is nation-wide in 
scope, and the rates charged for the serv- 
ice are based, primarily, upon actual min- 
utes of conversation and distance for each 
call; whereas, exchange service is confined 
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to local calling areas and is usually billed 
on a flat, monthly charge for unlimited 
usage. Toll calls originate in all exchanges 
of the nation—some large, some small, 
some Bell system exchanges, and some in- 
dependent telephone company exchanges. 
Some toll calls originate in one state and 
terminate in another, while other calls are 
confined within state boundaries. Yet, all 
toll services are intimately bound together 
in a highly integrated network of tele- 
phone circuits and facilities. 

Rates charged for message toll service, 
when passing from one state into another, 
are fixed by the Federal Communications 
Commission; whereas, the rates for toll 
messages within a state are subject to the 
jurisdiction of the regulatory commission 
in that particular state. Serious disparities 
in rates have arisen between those fixed 
for interstate service compared with those 
for calls within states. There is also a 
wide variation in rates in one state as 
compared with those of other states. 


li illustrate some of the outstanding 
examples of dissimilarity in inter- 
state rates compared to state rates, the 
initial station day rate from Seattle to 
Vancouver, Washington, is $1; whereas, 


e 


the rate from Seattle to Portland, Oregon, 
seven miles further, directly across the 
Columbia river from Vancouver, is only 
65 cents. The initial station day rate from 
Boise, Idaho, to Lewiston, Idaho, is 
$1.05; whereas, the rate from Boise to 
Clarkston, Washington, just across the 
state line from Lewiston, is only 75 cents, 
The initial station day rate from Phoenix 
to Yuma is 90 cents; whereas, the rate 
from Phoenix to Winterhaven, California, 
is 70 cents. Winterhaven is just across a 
river. In Idaho, you can call 174 miles for 
$1 intrastate and 316 miles for $1 inter- 
state; in Arizona you can call 246 miles 
intrastate for $1 and 316 miles interstate 
for $1. 


7 is impossible to explain reasons for 
these differences in rates to the satis- 
faction of the public since, really, there is 
no logical or plausible explanation. The 
real reason, as you and I know, is due to 
the many separate and individual ap- 
proaches to the toll rate structure under 
the various state and federal jurisdictions 
and the consequent impractical past at- 
tempts to allocate revenues and costs to 
these jurisdictions. 

For a number of years application of 


“SomE of the more baffling problems which come before state 

constr bodies involve the relationship between state and 
federal regulation of common carriers. This relationship should 
be one of co-operation. Federal regulation has its place pri- 
marily in the regulation of interstate operations. State com- 
missions have their place primarily in the regulation of intra- 
state operations. While the line of demarcation between 
intrastate and interstate seems to be variable for different 
utilities, it can usually be followed without too much difficulty 
if there is proper co-operation between state and federal 
agencies.” 
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technical advances, such as carrier sys- 
tems, coaxial cable, and microwave, have 
been more pronounced for long-haul traf- 
fic than for short-haul business. Also, the 
inflationary trend in costs during and fol- 
lowing World War II had a greater im- 
pact on terminal costs than on line-haul 
costs, particularly since a large portion of 
the terminal costs are related to wages. 
The combination of these factors has had 
an extremely adverse effect on state oper- 
ations where most of the toll traffic is 
short haul. It is generally recognized that, 
in spite of the fact that state rates average 
about 35 per cent above interstate rates, 
the earnings for intrastate toll operations, 
in most cases, are seriously below the re- 
turn on investment for interstate opera- 
tions. 

This presents the practical problem to 
the state regulatory commissions of the 
possibility that the pressure of public 
opinion against increasing the differential 
would eventually result in the exchange 
rates carrying part of the toll rate require- 
ments. 


i ee has been quite an evolution in 
the history of toll rate making and in 
determining costs related to message toll 
service. Toll service makes use of all of 
the facilities used for exchange service— 
i.¢., the originating and terminating facili- 
ties—and, in addition, requires the use of 
toll operating and intercity facilities. Orig- 
inally, it was the theory in the industry 
that the cost of toll service should exclude 
consideration for the use of any exchange 
facilities from the switchboard to, and in- 
cluding, the customer’s telephone instru- 
ment, leaving only the switchboard and 
interexchange toll circuit facilities and the 
timing and ticketing of the calls to be as- 


signed to toll service. This was the so- 
called board-to-board theory. This theory 
was later replaced by the station-to-station 
theory incorporated into Exhibit 2, FCC 
Docket No. 6328, which recognized the 
use of all telephone facilities for toll serv- 
ice from the subscriber’s telephone, where 
the call was originated, to and including 
the telephone at the receiving end of the 
call. In 1947, a special co-operative com- 
mittee on telephone regulatory problems 
of the National Association of Railroad 
and Utilities Commissioners and the Fed- 
eral Communications Commission made 
numerous revisions in Exhibit 2 and re- 
produced it as the generally accepted Sep- 
arations Manual. 


rr the meantime, however, the earnings 
on interstate toll operations continued 
to increase while the earnings on state 
telephone operations steadily declined. In 
an effort to stem the ever-widening dis- 
parity in toll rates, agreement was reached 
between the NARUC and the FCC on a 
separations procedure that would transfer 
a considerable amount of state toll oper- 
ating costs and investment to interstate. 
This was covered by the 1947 Separations 
Manual and the 1952 addendum, which is 
commonly referred to as the Charleston 
Plan. As the cost per toll circuit mile for 
the long-haul business continued to de- 
cline, the Charleston Plan was not suffi- 
cient to stem the disparity. In 1956, the 
NARUC and the FCC again reached 
agreement on the so-called Modified Phoe- 
nix Plan, which provided for the aver- 
aging of high-cost intrastate toll circuit 
mile usage with the low-cost interstate toll 
circuit mile usage. This procedure, cov- 
ered by the 1956 addendum to the manual, 
transferred additional substantial amounts 
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Duties of Regulatory Commissioners 


« — duties of the commissions have been well described as ‘Balanc- 

ing the consumers’ and investors’ interests.’ When conditions are 
changing rapidly, it is particularly important that the commissioners con- 
sider the past, but, more importantly, the future period when the rates 
will be effective. The consumers’ interests obviously will be damaged 
quite as much by rates too low to enable the utility to improve and expand 
its service as by rates so high as to be unreasonable. The commissioner 
who maintains an even course in these circumstances will serve the public 
well, even though it may seem to him that neither side is satisfied with 

his decision.” 








of costs and investment from state to in- 
terstate operations. 


AN this point, I would like to mention 

that the study procedures of the 
NARUC-FCC Separations Manual, and 
practically all other considerations and at- 
tempts by the state regulatory commis- 
sions and the Federal Communications 
Commission to resolve the disparity in toll 
rates, have been directed to Bell system op- 
erations. Message toll service is rendered 
nation-wide by the associated companies of 
the Bell system and the Long Lines De- 
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partment of the American Telephone and 
Telegraph Company, as well as by some 
4,400 independent telephone companies. 
The independent companies’ share in the 
nation-wide toll business is considerably 
smaller in volume than that of the Bell 
system, but the independents serve two- 
thirds of the geographical area of the 
United States and originate and terminate 
toll calls in more communities than do the 
Bell companies. Any further considera- 
tion of the toll disparity problem must 
necessarily include all segments of the tele- 
phone industry. 
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i division of message toll revenues 
is, therefore, a vital element in the 
toll rate disparity problem. At present, 
there are division-of-revenue agreements 
between the AT&T Company and the Bell 
associated companies for interstate toll 
revenues, which provide, in substance, 
that each company recover its full costs of 
handling interstate tolls, and that the re- 
mainder of the revenue be divided among 
the participating companies on the basis 
of net plant investment in such interstate 
toll business. The Bell associated com- 
panies then allow their independent con- 
necting companies certain commissions 
and compensation, according to their indi- 
vidual contract agreements, which at- 
tempt to give independent companies 
about what they would receive from divi- 
sion of revenue, without the necessity for 
the complex studies required. However, 
operating conditions and expenses vary so 
widely among the independents that the 
toll business is sometimes subsidizing the 
local service, and, in some cases, the re- 
verse is true. Furthermore, toll rate pat- 
terns are, in most cases, established for 
Bell system operations. 


[ seems very appropriate that Mountain 
and Pacific state area commissioners 
seriously consider the message toll dispar- 
ity problem at this time. The NARUC 
and the FCC have a working committee 
now actively engaged in making revisions 
in the Separations Manual. The question 
immediately arises, ‘““What is needed in 
the revisions of the manual to solve, or at 
least alleviate, the disparity in toll rates, 
and to obtain more equitable distribution 
of revenues among the telephone com- 
panies?” It seems essential that any revi- 
sions, at this time, should be based upon 
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current conditions, rather than precon- 
ceived concepts promulgated by the tele- 
phone industry. Also, establishment of 
longer-range objectives seems most im- 
portant. 

Thus far, the problem has defied the 
concerted efforts of the regulatory 
bodies and the telephone industry. Toll 
business in the United States has long ago 
become of age; it is no longer a supple- 
ment or adjunct to exchange service. It 
can well afford to pay its own way to the 
fullest extent, and it is rapidly increasing 
in volume. 


R= of all, a realistic approach is 

needed that will apply sound separa- 
tion procedures so that there will be no 
further need to accomplish transfers of 
costs and investment from intrastate to 
interstate operations by such means as the 
Charleston and Modified Phoenix plans. 
It is essential that fairer and more equi- 
table procedures be developed for separa- 
tions between exchange and toll services. 
The present procedure for separating ex- 
change and toll costs is based largely upon 
“actual use and occupancy.” Due to the 
difference in the nature of toll service 
compared to exchange service, and be- 
cause of the restrictive toll rate structure 
from a usage standpoint contrasted with 
the rates for unlimited usage of exchange 
service, the “actual use and occupancy” 
formula does not allocate adequate costs 
to toll service with the modern develop- 
ment of broad band carrier equipment. 
Also, present procedures give only limited 
consideration to direct assignment of fa- 
cilities required wholly or primarily for 
toll service such as 2-5 numbering plan, 
toll connecting trunks, and interstate dial- 
ing equipment. 
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oe plans have been considered 

from time to time to solve this prob- 
lem; however, it appears to me that there 
is one that is simple, yet sound and rea- 
sonable, which need not materially alter 
existing regulatory jurisdictions. This 
plan would be to treat toll service nation- 
wide, as a whole, in a manner similar to 
that now employed for interstate traffic 
by the Bell system. A nation-wide toll rate 
schedule would be designed, regardless of 
intrastate or interstate business, adequate 
for the needs of the public and the tele- 
phone companies. This schedule might be 
determined by a joint committee of the 
NARUC and the FCC with the co-opera- 
tion of the telephone industry, to be pro- 
posed for adoption by-each state, as well 
as the FCC. No state would be required to 
adopt the uniform rate schedule, but 
would be limited in the participation of 
division of revenues to the amount pro- 
duced by the application of the uniform 
rate. The division of revenues among the 
operating companies would then be made 
by first covering the full costs incurred, 
and the remainder would be divided in 
proportion to net telephone plant, similar 
to the division-of-revenue agreements 
now in force between the American Tele- 
phone and Telegraph Company and its as- 
sociated companies for interstate traffic. 
The nation-wide toll rate schedule would 


q 


& 


be subject to adjustment only by review 
of the toll revenue requirements on a 
nation-wide basis by the joint NARUC- 
FCC committee. 


8 ieee this plan, all interested jurisdic- 
tions and all segments of the tele- 
phone industry would share equitably in 
the rate making and in the distribution of 
toll revenues. This plan would provide for 
the simplification of separation proce- 
dures. The only study requirements would 
be in the allocation of exchange plant and 
expenses to toll, thereby making it practi- 
cal for the many small companies to par- 
ticipate on a division of revenue basis. It 
would require first of all, recognition by 
the state and federal jurisdictions and the 
telephone industry that it is impractical 
and not in the public interest to separate 
costs and investment between state toll 
and interstate toll operations. State and 
interstate toll business are intimately in- 
terwoven nation-wide, and, from an oper- 
ating standpoint, such traffic differs only 
by length of haul. Toll rates must be de- 
signed, not only to produce revenues ade- 
quate to meet reasonable operating costs, 
but also must be designed to meet service 
requirements of the public, encourage use 
of the service, provide an equitable distri- 
bution of service and charges, permit eco- 
nomic operation, and maintain simplicity 


“THERE is need for co-operation and co-ordination in the 
treatment of accelerated depreciation by utility companies 
under the Revenue Act of 1954. Twenty-four state commis- 


sions, which have made accounting rulings, have provided 
for charging the differentials arising from the use of liber- 
alized depreciation to operating income. Only one state com- 
mission, in a rate proceeding, has not recognized the differ- 


entials in such fashion.” 
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of administration and ease of understand- 
ing. Furthermore, there will be changes in 
toll costs, from time to time, that will not 
equally affect short- and long-haul opera- 
tions. 


i ew plan would require full co-opera- 
tion of the state and federal regula- 
tory agencies and the telephone industry. 
Under the circumstances, it is no longer 
logical or reasonable for each regulatory 
commission to tackle the disparity prob- 
lem individually, as so often has been the 
case in the past, with the resulting in- 
equality of treatment of the public and in- 
vestors. In my opinion, the time is ripe 
for such co-operative action. For many 
years, the NARUC has been organized 
and has functioned to the immense bene- 
fit of the state commissions, and the co- 
operation received by this organization 
from the FCC in recent years in working 


out problems of mutual interest has been 
well demonstrated. 
This plan would: 


(1) Completely resolve the disparity 
in message toll telephone rates and gain 
substantial public and regulatory bene- 
fits. 

(2) Cause intrastate toll operation 
to stand fully on its own without sub- 
sidization from exchange service reve- 
nues. 

(3) Simplify and reduce the cost of 
accounting for toll service, which now 
requires separation between state and 
interstate operations. 

(4) Place all segments of the tele- 
phone industry on an equal basis in 
participation in the nation-wide toll 
business. 


C appears to me that it behooves all of 
us to remember that the state regula- 
tory bodies accomplish a great bulk of 
regulation. Further, the present federal 
administration seems to have the entirely 
reasonable view of entrusting to the states 
the regulatory function in all instances, 
except where federal supervision is abso- 
lutely required. 

The number of state regulators who 
have been selected recently for appoint- 
ment to federal regulatory positions dem- 
onstrates the increased recognition of the 
effectiveness of state regulation. The 
Mountain and Pacific area commissioners 
alone have seen five staff people leave to 
accept federal regulatory positions. I feel 
sure that the future is bright in this area 
of intermingling jurisdictions, apparent 
by the degree of co-operation evident to- 
day. 

The responsibilities of state commis- 
sioners in this Mountain-Pacific area are 
particularly important, at this time, be- 
cause the region is growing so fast, and 
conditions affecting the utilities are 
changing rapidly. The duties of the com- 
missions have been well described as “‘Bal- 
ancing the consumers’ and investors’ in- 
terests.”’ When conditions are changing 
rapidly, it is particularly important that 
the commissioners consider the past, but, 
more importantly, the future period when 
the rates will be effective. The consumers’ 
interests obviously will be damaged quite 
as much by rates too low to enable the 
utility to improve and expand its service 
as by rates so high as to be unreasonable. 
The commissioner who maintains an even 
course in these circumstances will serve 
the public well. 
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Telephone Companies That Earn 
Well, Serve Better 


The matter of adequacy of earnings is one that con- 
fronts most, if not all, telephone companies, large and 


small. “When profits shrivel, service has to wither on 
the line.” 


By E. HORNSBY WASSON* 
VICE PRESIDENT, AMERICAN TELEPHONE AND TELEGRAPH 
COMPANY 


N observer of the telephone company, 
who is not an AT&T stockholder 
or employee, recently wrote an in- 

teresting comment to the management of 
the AT&T. 

He noted that last year and in 1955 the 
Bell system had earned 6.8 per cent on 
its capital; and he said he had long won- 
dered about the effect of “a consistently 
low return” on our business. How would 
it influence our decisions? And what will 
eventually happen, he asked, if we must 
be “overburdened with caution” in a so- 


* For additional personal note, see “Pages with 
the Editors.” 
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ciety that demands venturesomeness? 

He concluded by suggesting that the 
Bell system must show the public that at 
least in the long run, higher earnings will 
benefit the consumer — through better 
service, lower rates, or both. This proposi- 
tion, he said, seemed to him entirely 
sound. 

In my own judgment there are: several 
reasons why the system today needs more 
adequate rates and a better margin of 
profit. But the main and overriding reason 
I believe is that good earnings will give 
telephone users the best and biggest value 
for their money. 





TELEPHONE COMPANIES THAT EARN WELL, SERVE BETTER 


I it important that we bring this about? 
Who can doubt it? Our service is es- 
sential to the progress of the country. We 
are at work in a teeming, expanding econ- 
omy. Population is growing, production 
increasing. Changes in our social and in- 
dustrial organization come with great 
speed. The need for more communications 
—ever-improving communications — and 
new forms of communications—is evi- 
dent at every hand. We not only can, 
we must make great contributions to the 
future. To make them as we should, we 
need earnings that will generate and sus- 
tain great energy and inspire the most 
progress. 

In this article I shall first outline some 
of the immediate reasons why better earn- 
ings are required. Then I should like to 
discuss further the basic premise that 
good profits bring the greatest benefit to 
our customers. 

As a beginning, let us look at the record 
over the past thirty-five years. Chart 1, 
page 648, shows the return on capital— 
the rate of earnings on the total capital 
invested in the business—for each year 
since 1922. 


r the prosperous years of the 1920's, 

system earnings averaged nearly 8} 
per cent on capital. In the 1930’s, includ- 
ing the five worst years of depression, 
earnings averaged just under 5.8 per cent. 
In the war years they averaged 54 per 
cent. In the first five years of the postwar 
period, they averaged 5.3 per cent. In the 
last six years they averaged 6.3 per cent, 
and in 1955 and 1956 they were 6.8 per 
cent. 

So there has been a distinct improve- 
ment in the last year or two. It was neces- 
sary that there should be. In most of the 


postwar period—which has been the time 
of greatest economic expansion and gen- 
eral prosperity in the nation’s history— 
our earnings were at well-nigh depression 
levels. Now they have come up, but you 
can see from Chart 1 that they have come 
up from a very low point. 


Shen it seems to me essential that we 

continue the improvement already be- 
gun. It is squarely up to us as managers 
of the Bell system to demonstrate to the 
ratepayers and regulators alike that good 
earnings are the lifeblood of the telephone 
industry. 

This is all the more important because 
our industry is vital to the country’s prog- 
ress. We are not providing buggy whips 
or horsecars. We are providing fast, prac- 
tically instantaneous communication serv- 
ices, and in our society these become more 
useful every day. 

The very growth of our business shows 
this. Before the war, about 40 per cent of 
all households in Bell system territory had 
telephone service. Now nearly 80 per cent 
have it. Service in rural areas has vastly 
increased. Long-distance calling has quad- 
rupled since 1940 and conversations over 
the longer distances have gone up over six 
times. 


Shen operation of modern industry de- 

pends on fast communications and 
plenty of them. Telephone and teletype- 
writer services knit together the modern 
corporation — production lines, ware- 
houses, sales offices, accounting, and all 
the rest. Dealers order by telephone and 
sell by telephone. Telephone dials control 
the flow of oil and gas and the distribution 
of electric power. Financial markets func- 
tion by wire. Travelers get reservations 
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by telephone, florists sell flowers, dentists 
make appointments, and plumbers and 
roofers and painters get business. 

Everybody wants the telephone. People 
on party lines want individual lines. Fam- 
ilies are warming up to the idea of com- 
plete telephone service in the home. The 
public likes direct distance dialing and this 
will continue to make out-of-town calling 
even more convenient and attractive. Busi- 
ness is already starting to use Bell system 
facilities to transmit data between office 
machines, and new equipment now being 
developed at Bell Laboratories will make 
it possible for the machines to “talk’’ with 
each other at very high speeds. 

Each year, too, the telephone system 
becomes more important in the nation’s 
defense. Civil and military defense com- 
munication networks spread over the land. 
From outposts in the Arctic and from 


“Texas towers” at sea, signals travel in- 
stantly to centers which co-ordinate warn- 
ings and activate defense weapons. This 
is not yet complete—but it has begun and 
it is growing. 


f dees is much more to come. Elec- 
tronic switching is on the way, with 
the first experimental central office sched- 
uled for trial in Morris, Illinois, in 1959, 
In the 1960's, electronic switching will 
grow rapidly, offering new forms of per- 
sonal, “tailor-made” service to telephone 
users. New kinds of transmission systems 
will make it increasingly practical for 
people to see as well as talk with each 
other over any distance. And long before 
then, the flow of improvements will be 
making telephone service more useful and 
convenient in many other ways. 
So it goes—or, I should say, goes for- 
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ward. All our experience shows that im- 
provement of service brings increasing 
demand and use. As a striking example, 
look at the transatlantic telephone cable. 
Within a few months of its going into 
operation, conversations between this 
country and Great Britain about doubled. 
As one result, a second cable under the 
Atlantic to Europe is already being 
planned. 

In addition to the increasing usage that 
comes with improvement of service, we 
can never forget the growth of this coun- 
try. It is growing and growing fast— 
some three million people a year. As Mr. 
Kappel remarked at the annual meeting of 
AT&T share owners in April, it is as if we 
had a new city the size of Tulsa, Okla- 
homa, or Worcester, Massachusetts, every 
month. 

So this is my first point: With an es- 
sential, ever-improving, more versatile 
and convenient service, in a fast-growing 
country, we have a tremendously impor- 
tant job to do—and do well. 


H’’ do we go about it? With men 
(and women, of course!)—with ma- 
terials—and with money. A great deal of 
money. 

In 1957, for example, we expect to in- 
vest about $1.6 billion of new capital in 
new plant—more than General Motors, 
Standard Oil of New Jersey, United 
States Steel, and Du Pont combined. We 
are having to obtain money from inves- 
tors at an unprecedented rate, and to do 
our job as it should be done we must con- 
tinue this in the years ahead. Because our 
services are so needed and wanted, we 
must carry out new financing on a larger 
scale than any business has ever before 
attempted. 


So we need huge sums to build needed 
plant to provide needed service. But this 
in itself is no reason for investors to pro- 
vide the money. The person with savings 
to invest is a free agent. He can do what 
he likes with his cash—put it in the sav- 
ings bank, buy real estate, buy government 
bonds, buy annuities, buy stocks that he 
hopes will go up, and so on. Before he 
entrusts any of his savings to us, he will 
have to decide of his own free will that 
this is what he would rather do with those 
dollars than anything else. In short, we 
must compete with all other industry—I 
repeat, all industry—to attract from in- 
vestors the money we need. 

Through the years, we have been very 
successful in this. We have built up great 
confidence in the minds of many people. 
We have paid good dividends regularly 
for many, many years, through thick and 
thin. In addition, share owners have re- 
ceived rights to invest further in the busi- 
ness on favorable terms. People trust us. 
We have a good name and reputation. In 
consequence, investors have so far put 
into our business some $15 billion of their 
savings. 


B" now let us look at some of the con- 
ditions that exist today in this com- 
petition for investors’ savings. 

Chart 2, page 650, compares the Bell 
system’s earnings on capital with the earn- 
ings of the 50 largest manufacturers in 
the country. The comparisons show how 
our earnings match up with theirs by ten- 
year periods over the past thirty years. 

The point is not that in each period 
their rate of earnings is higher than ours. 
Our business is somewhat more stable 
(though our risks are increasing, as I 
shall bring out later). We would not ex- 
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pect to earn quite as much as nonregulated 
manufacturing corporations. 

The point is rather in the increasing 
difference between their rate of earnings 
and ours. The disparity has become tre- 
mendous in the postwar period. Their 
earnings reflect the prosperity of the 
times. Ours do not. Yet today we must 
raise more new capital than ever before, 
and compete with these prosperous com- 
panies, among others, to get it! 

The “diamonds” above the 1947-56 
bars show the returns for the two-year 
period 1955-56, when Bell system earn- 
ings, as mentioned earlier, improved to 
6.8 per cent. Here our performance rela- 
tive to the manufacturing companies is 
somewhat better. But the disparity is still 
far too great. How shall we have reason- 
able assurance that we can go on raising 
new capital in unprecedented amounts, 
unless we can show better comparative re- 
sults? We are under public regulation be- 
cause we do not have competition to the 
same degree that these other industries 
have it. But in attracting investors’ sav- 
ings, the competition is wide open; there 
is nothing that saves us from the necessity 
of going out into the market place to com- 
pete with everyone else. 


N® can we doubt that investors are 

well aware of the wide gap between 
our earnings and the earnings of others. 
They can see it reflected, for instance, in 
Chart 3, page 650. This compares the mar- 
ket price of AT&T stock over the past 
thirty years with the Dow-Jones indus- 
trial average. For a long time, the two 
curves approximately paralleled each 
other. In the postwar period, however, 
the picture is quite different. And many of 
our share owners have been asking, ““When 


do we have a more reasonable part in na- 
tional prosperity?” 

This feeling has been increasingly ex- 
pressed to us in recent years. One way of 
expressing it is in the question, “Why 
doesn’t AT&T split its stock?” In fact, 
when a proposal to do this was presented 
at the 1957 annual meeting of AT&T 
share owners, quite a few people frankly 
said they hoped it would lead to an in- 
creased dividend. The board of directors 
recommended against the proposal, and 
made clear that a stock split would not 
increase the company’s assets or the 
amount of earnings available for divi- 
dends. Accordingly, the share owners de- 
feated the proposal. The fact remains, 
however, that underlying most sugges- 
tions for splitting the stock there is a 
strong sentiment for a higher return. 


a up what I have said so far, it 
seems to me we have this kind of pic- 
ture: 

A job to do of great and growing im- 
portance. 

Earnings that have only recently begun 
to move up from an extremely low level. 

A much greater need for capital than 
any business has ever had before. 

Stiff competition for capital from other 
industries that earn at a much higher rate 
than we do. 

A strong current of feeling among 
share owners who tell us that this business 
is not participating in the general prosper- 
ity as it should. 


HREE other points should be added 
here. I shall be brief but they are all 
important. 
First, as everyone knows, money is 
tight and interest rates are up. It costs 
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much more to raise debt capital than it did 
two or three years ago. In fact, interest 
costs on Bell system bonds sold in the 
spring and summer of 1957 were substan- 
tially higher than at any time since 1930. 
Second, Bell system operating costs con- 
tinue to increase, mostly because of rising 
wages. Part of the rate increases the com- 
panies are asking for is needed just to 
keep earnings from slipping back below 
the current level. This makes it all the 
more important that action on rate re- 
quests be as prompt as the commissions in 
their good judgment can make it. Often 
in the past, when a commission proceed- 
ing has taken a long time, rises in costs 
after the proceeding began have made the 
rate increase insufficient when finally 
granted. In such a case, earnings never do 
catch up with the needs of the business. 
Today, under the circumstances I have 
already outlined, it is particularly impor- 
tant to reach sound decisions promptly. 


HIRD, it is clear today that telephone 

users want many optional features of 
service. As a progressive business, we cer- 
tainly wish to provide these, and we 
would not be up to our job if we failed to 
do so. But as we provide them, we are 
making additional investment that carries 


e 


a greater risk. In a pinch, our customers 
would much more readily discontinue 
these services than, for example, their 
basic telephone service. The truth is that 
these optional features are pretty much 
competitive with the products and services 
of other industry—with electric appliances 
or tulip bulbs or aluminum screens or 
whatever else the customer chooses to 
spend his money on. In providing them, 
we take our competitive chances and we 
should be allowed to earn accordingly. 
Remember that regulation is a substitute 
for competition. Where competition exists, 
and to the extent that it exists, the pure 
logic of the matter is that the competition 
itself should determine prices and earn- 
ings. If, instead of this, we are limited by 
regulation to earnings on fotal investment 
that do not compensate for greater risk in 
part of the investment, then we shall be 
in the very difficult position of not being 
able to give the public what it manifestly 
wants. 


b Pend whole paragraph boils down to 

this: The degree of risk in our busi- 
ness is increasing. Our ability to continue 
to meet all of the public’s expectations 
depends on the commissions giving full 
recognition to this. 


“Our service is essential to the progress of the country. We 
are at work in a teeming, expanding economy. Population is 
growing, production increasing. Changes in our social and 
industrial organization come with great speed. The need for 
more communications—ever-improving communications—and 
new forms of communications—ts evident at every hand. We 
not only can, we MUST make great contributions to the future. 
To make them as we should, we need earnings that will gen- 
erate and sustain great energy and inspire the most progress.” 
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N” let me repeat the main thought 
that was stated on the first page. 
How shall we show that in the long run, 
better earnings will benefit the consumer? 

The introduction of improvements 
which carry more risk is of course one 
illustration. Good earnings encourage 
this, meager earnings do not. And we 
ought to bear in mind that people in this 
country are looking more and more for 
better things. Less and less do they want 
the minimum bare-bones product — the 
cheapest package or the skeleton service 
at the very lowest price. Increasingly they 
want the coat with the quality lining, the 
waterproof wrist watch, the car with the 
white side wall tires. If you have any 
doubt about this, I checked the other day 
and learned that last year the tire makers 
turned out about 35 million white side 
walls—and at a good profit, you may be 
sure. 


H°“ shall we respond to people’s 

wishes? With boldness and imagina- 
tion? Or shall we be “overburdened with 
caution,” as my letter-writing friend ex- 
pressed it? This will pretty much depend 
on how well we earn. In fact, our financial 
results will profoundly affect not only the 
kind of thing I have just been talking 
about, but every aspect of our service to 
the public. 

The great thing about good earnings in 
any business is that they improve your 
opportunity to use good judgment and 
act on it. Skimpy earnings make it neces- 
sary to cut your cloth to the needs of the 
moment. This may often mean having to 
do the thing that is expensive in the long 
run. 

Let’s consider a few examples. 

We know that over and over again 


in our business, we must make intelli- 
gent decisions in building our plant. We 
know that over a period of years, it is not 
economical to underbuild—to put in plant 
piecemeal. 

Building just what is needed at 
the moment, then putting in additions 
soon after, is expensive. The dollar outlay 
may be held down today, but in the end 
the unit costs go up. Engineering work 
must be repeated. If a building must be 
added to, the addition costs more per 
cubic foot. Two small cables cost more 
than one that is twice the size. The crews 
go out twice instead of once. All along the 
line, piecemeal building costs more. 

But to build economically costs more at 
the start. It requires that the company be 
in A-1 shape financially—that it can read- 
ily get all the capital needed—and that it 
can afford to carry the larger initial in- 
vestment. 

We know, too, that an ounce of preven- 
tion is worth a pound of cure. Shall we 
spend money for preventive maintenance? 
Shall we shut off troubles before they 
happen? Or shall we let the future take 
care of itself (because we have to be cau- 
tious about current expense) and then 
later find ourselves spending ten times as 
much to fix up things that went bad? 


W: have certain ways of going about 
our work—certain methods and pro- 
cedures. Shall we say (because we are cau- 
tious about expenses) that these methods 
will have to suffice? Or shall we spend 
money now to pay able people to work to 
improve them—so that in the long run 
our procedures will be more and more 
economical ? 
Training people costs money. If earn- 
ings are low, and we have to strain to 
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Faith in the Future 


“. . we have consistently acted on the 
FAITH that our need for improved earn- 
ings would be recognized, and our long- 
term earnings performance, going back 
to the prosperity of many years ago, has 
had a profound influence in persuading 
our share owners, now 1.5 million strong, 
to maintain their faith in us. But the pros- 
perity of the past goes farther back into 
history each year. We greatly need an 
equal share in the prosperity of TODAY to 
make sure that we can keep the faith of 
investors through the years ahead.” 
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erally met the greatest demand for tele- 
phone service in history. You have 
carried on research, modernized equip- 
ment, and improved the service so that 
it is better today than it ever was be- 
fore. And you have done all these 
things on what you have actually 


make as good a financial showing this 
year as we can, shall we be overly cau- 
tious about how much we spend to train 
employees in their jobs? Who would say 
yes to that? 

These are not theoretical questions. 
These are practical realities that we must 


deal with every day. Telephone people 
know them for such. Only good earnings 
give the freedom to do what ought to be 
done in the consumer’s interest—the well- 
thought-out, imaginative, look-ahead 
job. The economical job. The right job. 


N™ I think I can hear a friendly com- 
ment on what I have written. Per- 
haps it goes something like this: 


All very well—but isn’t it true that 
the Bell system has done a pretty effec- 
tive job in these postwar years? You 
have succeeded in raising billions of 
dollars of new capital. You have gen- 
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earned. Why, then, is it desirable that 
the level of earnings be raised? 


I would say in reply: 


men it is beyond dispute that we have 
made good progress. 

Second, I am convinced this progress 
would have come faster, and gone farther, 
if earnings had been better. 

Third, this same comment that I have 
hypothetically quoted above might just as 
easily have been made a few years ago, 
when our earnings were even lower than 
they are today. But as sure as I am writ- 
ing these lines, if we had not then pressed 
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on the commissions our need for better 
earnings, and they had not acted, the com- 
ment could never be made today. 

Fourth, we have consistently acted on 
the faith that our need for improved 
earnings would be recognized; and our 
long-term earnings performance, going 
back to the prosperity of many years ago, 
has had a profound influence in persuad- 
ing our share owners, now 1.5 million 
strong, to maintain their faith in us. But 
the prosperity of the past goes farther 
back into history each year. We greatly 
need an equal share in the prosperity of 
today to make sure that we can keep the 
faith of investors through the years ahead. 

Fifth, as I have mentioned, there is 
more expressed sentiment today on the 
part of AT&T share owners that they de- 
serve an increased return than was ever 
voiced in the past. 

Sixth, as I have also mentioned, we 
must obtain more new capital today than 
ever before, and to get it we must success- 
fully compete with other companies which 
today earn far more than we do. 

Seventh, the over-all rate of earnings 
of the Bell system is the composite of 
many different rates of earnings in the 
various states. In some of these the earn- 
ings are still woefully low—so low as to 
virtually block progress. 


ete, the type of comment I have 
quoted seems to me to come out of the 


habit of thinking in the past. How much 
imagination is there in it? Is there any at 
all? I deeply believe that with better earn- 
ings we can bring about far more in the 
way of better service than is dreamed of 
in this philosophy. 


HAT we in this business do, and the 
way we do it, is vital to the country’s 
economy and to its progress. Our financial 
good health directly affects the well-being 
of millions: 1.5 million share owners, 
nearly 800,000 employees, tens of thou- 
sands of other businesses that supply ma- 
terials and services to us, their employees, 
every community where we pay taxes and 
telephone people spend wages. But above 
all, it is our service that counts, and will 
count even more in the years ahead. Our 
job helps every other job. And the better 
our job, the more we can help the progress 
of others and the progress of the nation. 
Conversely, for the telephone industry to 
become a problem industry is unthinkable. 
We can surely do much, much more 
for everyone we serve than we are able to 
do today. This is the reason—and it is the 
only possible sound reason—for seeking 
telephone rates that will afford a better 
margin of profit. As we lay our needs be- 
fore the various commissions, in the final 
analysis we are asking them to act on 
their faith in us—in our competence, our 
energy, and our sense of public responsi- 
bility. 





4 HE government no longer believes free men can manage 


their own affairs, . 


. . [present-day government] takes 


your money away from you on the presumption that a handful of 
men can spend the proceeds of your toil and labor to greater advan- 
tage than you who created the money.” 
—Dovuctas MacArTHUR, 
Chairman of the board, Sperry 


Rand Corporation. 
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Bedrooms Can Add 70 
Million ‘Telephones 


Merchandising color phones and other communica- 

tions aids is the application of certain principles long 

used elsewhere which can be adapted to phone com- 

pany use. Independent telephone and the Bell system 
companies have found this path. 


By JAMES H. COLLINS* 


IME certainly flies in this postwar 
age—jet. It is hard to realize that 

only three years ago the telephone 
industry burst into color, and my friend 
Chet Gibson said, apologetically, “You 
know, I’ve fallen for one of these new 
color phones. We did over our living 
room. The black phone looked like a coffin 
in the parlor. So I ordered an ivory set. 
Costs extra! But it matches. We like it.” 
As I remember, two-tone sets had not 


yet been announced. The Gibson family’s 
monthly phone bill, about $6.50, minus 
toll calls, was not raised. 


* Professional writer, resident in Washington, 
D. C. For additional personal note, see “Pages 
with the Editors.” 


Since then, the telephone commercial 
men have been busy in that home, turning 
it into a plant-for-living comparable to an 
office setup for working. 


HE Gibsons live in an eight-room sub- 
urban house—husband, wife, two 
children, a boy and a girl, approaching 
high school age. They have no servant liv- 
ing in. The youngsters have their own 
rooms, Mrs, Gibson her sitting room, and 
Chet a basement workshop, which is also 
a play room. 
The telephone men made a family 
count, and upon it based suggestions. The 
extensive phone affairs of the two young- 


. 
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sters were taken out of the living room 
with an extension outside their bedrooms, 
Mrs. Gibson got an extension in her sit- 
ting room, and Chet a portable set that 
plugs into his bedroom, workshop, or the 
barbecue patio. All color, all spring cords, 
and with intercom push buttons. Recently 
he ordered a wall set in the kitchen. 

“Mary would be getting dinner, broil- 
ing a steak. The living room phone would 
ring. It was only twenty steps away, but 
she had to rush for it, would get tied up in 
the call, and the steak would burn. That 
wall set by the range pays for itself every 
month in $4 steaks.” 

The Gibson’s monthly phone bill has 
about doubled, but its convenience of liv- 
ing has more than offset that. Chet is an 
$8,000 man. The commercial men will sell 
him more equipment and service. Perhaps 
a separate trunk for the kids’ phone. Per- 
haps a “no hands” speaker phone. 


Fe about fifteen years phone companies 
had nothing to sell, but were strug- 
gling with huge backlogs of waiting cus- 
tomers. New cables had to be laid to reach 
them, and even black sets were scarce. But 
all that time the research laboratories and 
engineers were contriving new types of 
phones and service, and finally, in 1954, 
there was something to promote and sell. 
That was color sets, and they took the 
public by storm, because color is some- 
thing that has had an instant appeal in 
cars, clothes, appliances, decorations. 
Making a start with such new equipment 
as illuminated dials, volume control, 
hands-off phones, and answering sets 
would have involved complicated explana- 
tion. But color was something that every- 
body understood, fitted into the living 
room décor, and wanted. 


Somebody has said that Bell always has 
had color phones—if so, they were one of 
the best-kept secrets. 

Color was started off with a powerful 
sales gimmick. The installer coming to 
put in the phone that the family had been 
waiting for for months, carried a color set 
along with the familiar black one. The 
way people fell for color, as Chet Gibson 
puts it, astonished the commercial men. 

Today, being without color phones is 
as much a stigma as being without a col- 
lege degree. There is a story about the 
White House staff, dismayed, discovering 
that in Mamie’s bedroom a blue phone 
was setting up a dissonance with a brown 
push button. That called for quick action. 

The other day, the commercial depart- 
ment in one city discovered that it had 
run short of black sets for business in- 
stallation, but that there were plenty of 
color phones. What to do? They put on a 
campaign promoting color sets in offices, 
and restored the balance. 

When color came, simple reds, blues, 
and greens were offered. Then commer- 
cial departments added imaginative names, 
like horizon blue, moss green, and now 
standard Ostwald system names are being 
adopted: medium blue, cherry red, Ox- 
ford gray, sage green. These names are 
used by decorators. The system was 
named for Nobel prize winner Dr. Wil- 
helm Ostwald. 


wr the discovery of merchandising 
by the commercial men ever rate a 
Nobel prize, like transistors? 

Probably not, but to them it is a dis- 
covery outweighing the marvels coming 
out of the scientific research laboratories, 
and their excitement over it, their visions 
of the future, are touching to those who 
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have followed merchandising progress in 
other lines of business. The production- 
minded telephone industry finds that cer- 
tain principles long utilized elsewhere, will 
work for it. It is all new and wonderful. 
Like the Irishman with beginner’s luck at 
the race track, it asks, ““How long has this 
been going on?” 


OR instance, the building business. 

Many years ago a woman bought a 
tract house, and the builder gave her a key, 
and asked her to show other houses, which 
she did, until she got tired of it, and took 
the key back. 

“I was going to pay you a commission 
if you sold one of my houses,” said the 
builder. 

“Give me that key!’ she snapped, and 
began selling his houses by a woman’s 
merchandising. She had observed in 
showing visitors around that they were 
generally interested in a single feature, 
like the bathroom. “Bathrooms sell 
houses” she told the builder, and on her 
advice he spent money on tiled walls and 
nickeled plumbing. Later on it was kitch- 
ens that sold the house, and then appli- 
ances. 

The merchandising principle is that 
people have dreams of homes, cars, ca- 
reers, travel. But they do not always have 
the imagination or knowledge of new 
things to flesh out their dreams. Show 


q 
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houses help get the dream boats down to 
the water. 


— year Chesapeake & Potomac tele- 
phone engineers were asked to install 
the telephone system in a “House of 
Ideas” built in the Washington area by 
House and Garden, This magazine builds 
such a house every year, in a different 
part of the country. 

The engineers put in everything avail- 
able, including the wall set at the kitchen 
stove from which the Fuller brush man 
could be dismissed at the front or back 
door—as was possible from other phones 
throughout the house. Children had their 
own phones in their rooms, on their own 
trunks. There were illuminated dials, and 
various kinds of phone bells and buzzers, 
visible call signals, intercom push buttons, 
answering phones, speaker phones, and an 
installation in the nursery that monitored 
sounds to any phone. 

More than 100,000 visitors went 
through this house, and the phone setup 
was ordered in toto for other houses be- 
ing built, while thousands of viewers 
adopted features that appealed to them. 

One of the most impressive features 
was not found in the equipment or serv- 
ice, but in the monthly phone bill. The 
total service charges came to about $80 a 
month. This was a home for an upper 
bracket income family, and the phone in- 


“In Bell market studies it has been found that the largest 
number of home subscribers want spring cords. After that 
they want color. There is a potential demand for about 10 mil- 


lion more color phones, and the installer coming up the front 
steps with a black set in one hand and a gray in the other, is 
going to be welcomed by interested customers as far as it is 


possible to see into the future. 
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stallation was simply in keeping with 
other features. 


if percanans companies are setting up 
various kinds of exhibits in connec- 
tion with their merchandising programs. 
At central offices different types of equip- 
ment are shown in permanent exhibits, 
and inspected by visitors who are building 
homes, or who are interested through 
local advertising. Information clerks ex- 
plain the various features of different 
equipment and services, and orders are of- 
ten given then and there. If further assist- 
ance is needed, a salesman goes to the 
visitor’s house. 

Some telephone companies have set up 
exhibits in supermarkets, and shoppers 
cannot only see the various kinds of 
phones, but take one home and have it in- 
stalled by leaving their names and ad- 
dresses. 

These are static promotions. Animation 
enters in when phone installations are 
made in builders’ show houses, in actual 
operation. Such installations can be car- 
ried to the fantastic, like electrical setups. 
One builder, giving the power company a 
free hand, found his exhibition house 
equipped with $10,000 worth of electrical 
appliances, lighting, push-button, and 
other late gimmicks, including electronic 
safety devices outdoors. Entertaining a 
crowd of friends at a preview, he stepped 
outside through a French window and 
suddenly found himseif in custody. He 
had walked through a beam, and alerted 
a police prowl car. 

That is the kind of show the public 
loves, drawing throngs, giving live con- 
cepts of convenience in the home. 

Market research is the basis of good 
merchandising, and was started by Bell 


with the launching of color. Home 
subscribers’ present phone uses and future 
needs were surveyed in New Jersey and 
Nevada as typical of the nation. Upon the 
market information obtained, regional 
Bell companies have based local merchan- 
dising policies. Bell information has been 
available to independent phone companies. 

"Today, the single phone in the living 
room is standard for the home. It may 
have been converted into color, but only 
20 per cent of American homes have two 
phones, and but a fraction have three or 
more. There are at least 70 million bed- 
rooms, a natural market for the merchan- 
disers, and first line of attack in merchan- 
dising. Bell is designing a special bedroom 
set to harmonize with the décor, and re- 
search makes it possible to forecast the 
color most likely to sell. Already it has 
been learned, through sales figures, that 
color choice goes by rooms. In the living 


room, people like grays and greens. In the 
kitchen, they select reds, yellows, or 
whites, to match appliances. And in the 
quiet of the bedroom they prefer pastel 
shades. The bedroom phone of tomorrow 
is most likely to be a rose pink. 


N Bell market studies it has been found 

that the largest number of home sub- 
scribers want spring cords. After that 
they want color. There is a potential de- 
mand for about 10 million more color 
phones, and the installer coming up the 
front steps with a black set in one hand 
and a gray in the other, is going to be 
welcomed by interested customers as far 
as it is possible to see into the future. He 
has a dozen other things with which to 
utilize the “associated selling” tactics in 
retailing, where a toothbrush sale suggests 
dentifrice. 
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Farm Intercommunications 
— the farmer needs, and can afford, is an extension in the barn, 
and other outlying places where he works, so that his wife can 
flip a switch and say, ‘Jim, this call is for you.’ For the first time, tele- 
phone merchandisers are offering him such conveniences. The old farm 
bell can be replaced with a loud phone bell, or a loud-speaker. In the home, 
a phone pick-up that permits listening in on the nursery is a great conven- 


1ence. . 


.. On twelve Iowa farms a Bell company made trial installations 


along these lines, the farm families keeping records of the conveniences most 
used. At the end of nine months the farmers said that barn extensions 
were best for them, and the farm wives liked an extension in the house.” 





“You'll want this gray phone with a 
spring cord,” he says. “How about an ex- 
tension phone in the bedroom?” There is 
a large waiting market for volume control 
that gives privacy, illuminated dials, vari- 
ous choices in bells and visible phone sig- 
nals, and the “upgrading” of party-line 
subscribers to private trunks, Also in 
growing demand, certain to be more popu- 
lar when better known, are the “no hands” 
speaker sets, and even answering sets in 
certain homes. There is a surprising de- 
mand for additional directory listings in 
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the home, wives paying for separate list- 
ing by maiden names or organization ac- 
tivities, and various members of the fam- 
ily by first names. 


N war’s end less than half of Ameri- 
can homes (47 per cent) had Bell 
system phones. This has risen to 72 per 
cent today, and by 1965 should reach 83 
per cent, about 62 million homes. Add in- 
dependent phones, about 9 million more, a 
ratio of one in seven of the total, and an 
immense market for additional service in 
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homes is seen. The public is learning that 
much of the convenience of telephones in 
business is available and economical for 
the home. 


pend color and merchandising were 

new, the commercial fellows got a 
sort of mea culpa complex, reproaching 
one another for being too production 
minded. The telephone business had 
grown to its present magnitude, they con- 
fessed, almost in spite of them. The time 
had come for a changed attitude, for ag- 
gressive promotion, for getting out there 
and selling. 

“We must learn to merchandise like fel- 
lows in other lines of business, compete 
for our share of the consumer dollar.” 

“You're absolutely right—but what is 
our share?” somebody asked. 

“Why—well I guess we'll have to make 
a survey to find out.” 

Even with three years of merchandis- 
ing experience this attitude has changed. 
They have discovered that the telephone 
business is still production minded, always 
will be, and that a great deal of the engi- 
neering research that has been done over 
the years is also good market research. 

They have discovered that the con- 
sumer dollar cannot be shared, because 
there isn’t any consumer dollar. It is an 
economist’s dummy, like the average con- 
sumer. 

To illustrate : 

Once, California had more oranges 
than it could find markets for. Our na- 
tional consumption of oranges then was a 
half orange for breakfast when there was 
no other fruit. The pulp was dug out with 
a spoon, some of the juice spurted in the 
eye, and the California orange growers, 
far from the big consuming markets, 


needed a promotion gimmick comparable 
to color sets. 

They got one. Some bright young fel- 
lows in their marketing association 
argued, “Why eat your orange—why not 
drink it?” And almost at that moment 
Vitamin C was discovered and popular- 
ized in California orange advertising. 


Sieve to forget your daily orange 
juice, frozen, canned, or fresh, is 
what forgetting to say your prayers was 
in that day. The national per capita con- 
sumption of oranges is measured in crates. 
What share of what consumer dollar 
was taken to pay for all these oranges? 

Not a cent, of course. It would puzzle 
the crowned heads of Europe to point out 
any share of anybody else’s dollar that 
has been taken for color phones, exten- 
sions, or the new telephone merchandise 
generally. The power and gas companies 
have lost nothing. 

The American consumer is always able 
to find another dollar for anything he 
wants. Our whole economy is built on the 
elasticity of his buck. Going back over 
the things he has acquired in the past, 
from cars to television, it is hard to find 
anybody’s dollar shrinking. Flour, pota- 
toes, and lard have lost consumption, but 
the total food budget has increased out of 
all bounds. The consumer dollar has 
stretched to the point where today the 
economists are of two minds about it. One 
school holds that it has reached the limit, 
and another that there is no limit in sight. 
No economist knows. 


S° in telephone merchandising it was 
soon seen that selling is something like 


judo. In judo, the opponent’s own 
strength is utilized to bring him down. In 
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merchandising, the consumer’s desire is 
utilized by showing him something he will 
want. The installer carrying a color phone 
into the house along with a black one was, 
from the start, right on the merchandis- 
ing beam. 


—- eeeameragmin is directed to in- 
creased revenue. Regulated indus- 
tries are granted increased rates only after 
long proceedings, and the increases are 
often to a large extent absorbed by rising 
costs and taxes. A regulated business can- 
not easily offset rising costs by obtaining 
increased rates. Such increases are almost 
immediately absorbed by further cost 
rises. But if more service can be sold, the 
business is brought into better balance. 

This is what merchandising does, and 
its results are therefore reported in terms 
of added revenue. 

One Bell company put on a three 
months’ campaign to sell speaker sets 
alone, using seventy college graduates. 
More than 26,000 contacts were made, 
and 4,293 sets placed, where none had 
been used before. The campaign added 
$257,000 yearly revenue. 

In another campaign 29 company sales 
people sold color sets, extensions, speaker 
and answering sets, extra directory list- 
ings—the works. In three months 20,000 
contacts were made, 7,000 sales, adding 


q 


4 


up to $130,000 yearly revenue. Sales costs 
in such campaigns are comparable with 
those in other lines, averaging about 10 
per cent. 


Spams for telephone merchandising, 
something entirely new in the busi- 
ness, turns out to be quite complex, and 
not so very new. The recently appointed 
merchandise executives have found that 
accounting, production, and laboratories 
have been laying the foundations for 
many years. 

Telephone growth has always been 
community growth. Whether the new sub- 
scriber orders a black set in the living 
room, or a half-dozen extensions with 
color sets, there must be a trunk into a 
central station. That central station must 
be planned and built ahead, against the 
day when it will be needed, and thus com- 
munity growth must be forecast. 

Merchandising research starts with the 
growth figures. 

Yesterday, a branch factory coming 
into a rural community, or a housing de- 
velopment in a suburb, meant future de- 
mand for residence and business phones. 
Today, with new subscriber equipment, 
such demand is multiplied. The merchan- 
dising managers use the accounting and 
production data to gauge their sales possi- 
bilities, and they are proving ample. 


“Wuite Bell has the largest organization for research, and 
large regional companies to utilize market information, the 
non-Bell companies are as alert in merchandising. Their manu- 


facturing companies had color sets as soon as Bell announced 
them, and also have practically all the special equipment used 
in merchandising, such as speaker phones, answering and re- 
cording devices, spring cords, illuminated dials, loud-speaking, 
volume control, and like improvements.” 
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What the merchandisers have to sell is 
convenience in the home, and cost cutting 
and increased revenue in business. 

They really sell the consumer time. He 
can always find another dollar, but his 
hours have to be shared, and there are not 
enough of them in the day, what with in- 
creased leisure and multiplying home ac- 
tivities, social affairs, and recreation. The 
family count, used as the basis for home 
installations, figures steps and minutes to 
be saved by improved phone equipment. 


O@ of the most interesting markets for 
merchandising, it has been found, is 
the farm, and there is a farmer’s wife 
story, told by commercial men who made 
a rural merchandising survey in five mid- 
western states, with nearly 90,000 farms. 
The farm phone would ring, and a voice 
asked, “Can I talk with Jim?” The farm- 
er’s wife would say, “Just a minute,” and 
turn on her husband’s electric razor, let- 
ting it run twice for a few seconds, and 
then pick up the phone again, saying 
“Jim’ll be right here.” 

The farmer was milking in the barn, 
listening to a radio program. Interference 
by his electric razor created a blur in the 
program. One blur meant that dinner was 
ready, two blurs that he was wanted on 
the phone, and so on by a code worked out 
for this home-made communications sys- 
tem. 

What the farmer needs, and can afford, 
is an extension in the barn, and other out- 
lying places where he works, so that his 
wife can flip a switch and say, “Jim, this 
call is for you.” For the first time, tele- 
phone merchandisers are offering him such 
conveniences. The old farm bell can be 
replaced with a loud phone bell, or a loud- 
speaker. In the home, a phone pickup that 


permits listening in on the nursery is a 
great convenience. On the farm, such a 
pickup in the hog house is a convenience, 
echoing significant squeals at farrowing 
time. 


N twelve Iowa farms a Bell company 

made trial installations along these 
lines, the farm families keeping records of 
the conveniences most used. At the end of 
nine months the farmers said that barn 
extensions were best for them, and the 
farm wives liked an extension in the 
house. This test provided data to guide 
advertising and merchandising, and also 
for designing special farm phone equip- 
ment. The merchandise men, talking the 
lingo of their new promotion activities, 
spoke about a “farm package.” 

The farmer is an interested customer 
for upgrading, from party lines to a trunk 
of his own, or sometimes a two-party line 
on which he is the sole subscriber. Many 
farms are on party lines with as many as 
eight subscribers, but there is a definite 
trend toward private lines. In this Iowa 
farm test there arose a question as to how 
extensions might complicate traffic over 
the line. It was found that, if anything, 
extensions tended to take traffic off the 
party lines. 

Only one farmer in four had a phone 
fifteen years ago. Today more than half 
the nation’s 5 million farms have phones, 
and in this 5-state area where the survey 
was conducted, 84 per cent of the farms 
have phones. The farmer is both a resi- 
dence subscriber and a businessman, and 
needs something like a push-button 
switchboard in the house, operated by 
members of his family. 

As the installer carries a color phone 
along with a black one, so in mer- 
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New Telephone Exhibits 


aa ELEPHONE companies are setting up various kinds of exhibits in 
connection with their merchandising programs. At central offices 
different types of equipment are shown in permanent exhibits, and 
inspected by visitors who are building homes, or who are interested 
through local advertising. Information clerks explain the various features 
of different equipment and services, and orders are often given then and 
there. If further assistance is needed, a salesman goes to the visitor’s house. 
Some telephone companies have set up exhibits in supermarkets, and 
shoppers cannot only see the various kinds of phones, but take one home 
and have it installed by leaving their names and addresses.” 





chandising new business there are produc- 
tive gimmicks. 


\ nn answering and recording set, for 
example, has great possibilities for 
doctors, dentists, pharmacists, stockbrok- 
ers—practically every other type of busi- 
ness, including the telephone business it- 
self. It is as yet almost unknown, its sales 
last year numbered in thousands, where 
it can be a sales and profit device for hun- 
dreds of thousands. 
The gimmick is an answering set car- 
ried around by a salesman, plugged into 
any electrical outlet, and put at the service 
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of the prospective customer, to speak a 
message and hear it played back. This is 
a device so versatile that each subscriber 
finds uses for it. 

The mayor of a town where citizens are 
still able to call him personally put an 
answering-recording set in his office, al- 
lowing him to work uninterruptedly at his 
desk, the set telling citizens that he would 
be glad to hear their recorded messages 
and attend to them a little later. This en- 
abled him to concentrate on paper work, 
and also concentrate all his phone calls, 
cleaning them up in a half-hour. 

In a similar town, the chief of police 
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is on office duty nights, and from time to 
time goes out patrolling. The answering 
set takes his calls. 

For the stockbroker it is a customer’s 
man, ready with the latest market quota- 
tions on plugging in a phone number. A 
large brokerage company will have a 
dozen or more sets in different offices over 
the country, available by dialing a special 
number. Far from resenting impersonal 
service, customers like it. 


jie device can be personal, as when 
a pharmacist takes doctors’ prescrip- 
tions, or impersonal, as when a theater 
answers phone calls about show hours, or 
a newspaper gives out information about 
fishing, weather, highways. Telephone 
companies use it to give out miscellaneous 
information the public wants by dialing a 
number, often charging a message unit. 
Measured in clerk time, monthly wages 
for one girl will pay the service charges 
on several of these sets. 

Almost every type of business requires 
its own kinds of phone service, and Bell 
is presently conducting national studies in 
retail stores, banks, railroads, hotels, 
manufacturing, service businesses. Some 
of these studies are being carried out by 
AT&T, others by regional companies. 
About forty of them are under way, to 
develop marketing information that will 
help sell, and also for the designing of 
special equipment. 


wu Bell has the largest organiza- 
tion for research, and large regional 
companies to utilize market information, 
the non-Bell companies are as alert in 
merchandising. Their manufacturing com- 
panies had color sets as soon as Bell an- 
nounced them, and also have practically 


all the special equipment used in merchan- 
dising, such as speaker phones, answering 
and recording devices, spring cords, illu- 
minated dials, loud-speaking, volume con- 
trol, and like improvements. 

Recently, the United States Independ- 
ent Telephone Association formed a mer- 
chandising committee, for market re- 
search, and its first activity was a joint 
session with the Bell system’s merchandis- 
ing department, to exchange information. 
There are 4,700 non-Bell phone com- 
panies, with one-fifth of the telephones in 
the nation, serving two-thirds of the ter- 
ritory. The objective for all is the “well- 
telephoned home,” three phones in every 
home the long-range target. 

This joint session was followed by a 
seminar for about thirty of the independ- 
ents’ top operating executives, and nine 
from independent companies. The purpose 
was to acquaint them with the merchan- 
dising concept, and it was a long session, 
two weeks, with group discussions and a 
great deal of homework after hours. Mer- 
chandise experience was brought in from 
outside by specialists from Ford Motor, 
Sylvania Electric, Colgate - Palmolive, 
Harvard Business, Federal Reserve, and 
marketing professors, and women from 
the magazine field. 


_— independents include many small 

companies in which this new tech- 
nique of merchandising has to be learned 
and put into effect by employees, almost 
on a family basis, but it is already show- 
ing results. 

In Miami, Texas, the independent tele- 
phone company has 260 phones. When it 
converted to automatic, employees staged 
a sales campaign, sold 46 color sets, nu- 
merous extensions, upgrades, coil and 
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long cords, one pay station. Leader in 
sales was a lineman. 


A Bell parcels out market studies to re- 

gional companies, so the General 
Telephone Service Corporation assigns 
tests and surveys to different companies, 
to obtain information that can be used by 
other companies. 

Typical was a loud-speaker set demon- 
stration kit, to be taken out by salesmen, 
showing business executives how the “no 
hands” phone works. This was sent to an 
independent company that found a couple 
of hundred potential customers among its 
subscribers. To some was sent a letter, and 
others were called by phone, stating that a 
visit would be made for a demonstration. 
For check purposes, other business sub- 
scribers were not notified in advance. 
Fourteen sets were placed, interest was 
aroused in nine other subscribers, but it 
was decided that such canvassing was too 
expensive for a small company. Customer 
criticisms were reported for the engineer- 
ing departments of equipment companies 
—that the sensitive loud phone destroyed 
privacy, picked up office noises, and was 
not so audible to parties on the other end 
as the standard set. Answering sets were 
similarly tested in small communities, and 
for lighted dials, one company made 60 
test installations in subscribers’ homes, to 
obtain reactions, generally favorable, and 
helpful in merchandising that device. 


i was an independent company that got 

national attention by putting color sets 
into a supermarket—the General Tele- 
phone Company of Kentucky, working 
with a Kroger store in Lexington. The sets 
were placed near the canned foods, and 
during three days stopped several thou- 
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sand shoppers. Salesmen explained the 
sets, gave interested persons cards with 
which to order, and in a few cases wrapped 
sets in cellophane and dropped them 
among the shoppers’ groceries, for charg- 
ing and installation. Sales added about 
$500 revenue. The display was, of course, 
a public relations gimmick as well. Signifi- 
cant as market information, this store is in 
a lower-income neighborhood, and the dis- 
play showed that color phones can be sold 
such families. 

Independents are also strong in rural 
areas, and as most of the farmers are on 
party lines, with single phones, there is 
ample room for merchandising. The Gen- 
eral Telephone System has set up a test 
in the Midwest, making installations on 
about 45 farms, with extensions in the 
house and outbuildings, loud signals, and 
other essentials. Some subscribers will be 
upgraded, but only for a check against the 
majority, who will stay on party lines. 
The farmers will use this service without 
charge, for nine months, and will be in- 
terviewed periodically during that period. 
It may be extended to a year, as interest- 
ing information is obtained about the use 
of service during planting, harvest, and 
other seasons. 


} bow farms are being selected accord- 
ing to their type of production— 
dairy, livestock, grain, etc.—and acreage, 
investment, revenue, number of hired em- 
ployees, and ownership or tenancy. In 
fact, the survey is concerned with farm 
working, living, and social habits. One 
interesting feature of the test will be the 
keeping by farmers of a detailed record 
of all calls made and received, on standard 
forms furnished for the purpose, during 
several different periods of one week. 
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These periods will be scheduled by the 
companies according to seasons of farm 
activity. The installations are being made 
with due regard for the farmer’s pocket- 
book, to give maximum service at mini- 
mum equipment and service charges. 

Information that will later be valuable 
in merchandising campaigns will be along 
these lines : 

How do farm subscribers differ from 
city people? What will more complete 
phone service do for his business and his 
family life? What special equipment will 
be needed for farm service? Can complete 
service be provided at a satisfactory rate? 
What effect will better service have upon 
the farmer’s attitude toward the telephone 


company? What merchandising  tech- 
niques and demonstration equipment will 
be most effective in selling complete farm 
service? 


een of ownership or other con- 
troversial questions, merchandising 
for Bell and non-Bell companies appears 
to be about the same. Both serve the same 
kinds of customers. Each takes in the 
other’s washing in toll service, and mer- 
chandising of toll service increases reve- 
nue for both. Each is able through mer- 
chandising to add new revenue, only 
partly affected by regulation. 
In a word, in merchandising, sisters un- 
der the skin! 





The Shortest Road to Progress 


74 A of our modern industrial development has been based 

fundamentally on the existence of the free economy and 
the initiative which the hope of profit creates in the individual. 
The proof is evident to everyone that the fastest way to progress 
has always been to encourage industry to invest, to invent, to 
develop, and to create. 

“The facts are so strongly on our side that they are not even 
subject to honest debate. Yet millions of people do not really under- 
stand them and do not really give support to the basic principle 
upon which their own welfare is founded. 

“How do we bring about this understanding? 

“The thing that we call national public opinion—the economic 
climate of the country—is made up of the public opinion and the 
economic attitudes of 168 million people. None of our companies— 
none of our organizations—are in contact with all of those people, 
or can possibly hope to exercise great influence upon the thinking. 
of the nation. But each of our companies ts in intimate contact 
with some of those people. Some of them are our employees; some 
of them live in the towns where we operate; some of them are our 
stockholders; some of them are our customers; and some of them 
are the people from whom we buy our raw materials.” 

—HaroL_p BRAYMAN, 


Director, public relations department, E. I. du Pont de 
Nemours & Company. 
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My! WV hue speller 


New Voices for ““The 
Scenic Inch” 


An on-the-spot account of co-operation between two 

independent telephone companies and two Bell system 

companies. Jointly they have provided the needed com- 
munications for a 1,487-mile natural gas pipeline. 


By L. GLEN SNARR* 


a4 HIS is one of the most unusual 
and important jobs we’ve tackled 
in this area. To get it done will 
require teamwork — close co-operation 
every step of the way.” 

The speaker was C. W. Brandon of 
Mountain States Telephone & Telegraph 
Company, chairman of a special co-ordi- 
nating committee to direct an unusual tele- 
phone job. This task was to provide an 
intricate communication system for a new 
pipeline to be constructed by Pacific 

* Writer of business articles, resident in Salt 


Lake City, Utah. For additional personal note, see 
“Pages with the Editors.” 
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Northwest Pipeline Corporation to carry 
natural gas from New Mexico to the Ore- 
gon-Washington area, with service all 
along its route. 

Brandon’s plea for teamwork, outlined 
in a meeting in Denver, was directed to 
two Bell telephone companies, Mountain 
States and Pacific Telephone & Telegraph 
Company, and two independent telephone 
companies, the Midland Telephone Com- 
pany and the General Telephone Company 
of the Northwest. Also on the “team” 
were Western Electric Company, and the 
Long Lines plant, commercial and engi- 
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neering departments of the Bell system. 

Brandon asked for co-operation at this 
kickoff meeting, February 28, 29, 1956, in 
Denver, Colorado. He got it. A full period, 
open wire telephone communications sys- 
tem for exclusive use of the pipeline com- 
pany, consisting of existing installations 
plus considerable additional linage, carrier 
systems, and other facilities, was com- 
pleted just four and one-half months after 
the initial meeting of the co-ordinating 
committee. As a result, communications 
along the entire length of the pipeline 
were in operation July 15, 1956, four 
months before the pipeline itself was com- 
pleted. 


ib make this accomplishment possible, 
the two independent companies and 
the two Bell system companies worked 
closely and effectively together. Major re- 
sponsibility was with Mountain States 


Telephone; but the facility could not have 
been constructed as it was without the full 
co-operation of the independent companies 
concerned. 

From start to finish, the four companies 
co-ordinated their efforts closely. ‘“Inde- 


pendent and Bell system companies often ‘ 


co-operate on projects, but this was a spe- 
cial situation in many ways,” said Eric 
C. Aaberg, vice president and general 
manager of Utah operations, Mountain 
States Telephone & Telegraph Company. 

To understand this special situation and 
why co-operation was so important in the 
project, you have to understand the pipe- 
line itself. 

Pacific Northwest’s pipeline is 1,482 
miles long, carrying natural gas all the 
way from New Mexico’s San Juan basin 
to the Canadian border near Sumas, 
Washington. It traverses parts of Colo- 


rado, New Mexico, Wyoming, Utah, 
Idaho, Oregon, and Washington. 

Distance alone is not necessarily an 
obstacle for pipelines. In this case, the 
nature of the country was a big factor. 
The area the pipeline traverses is, for the 
most part, rugged, isolated, and sparsely 
populated. The pipeline was dubbed “The 
Scenic Inch” because of the picturesque 
nature of its location. 


_ virtual wasteland had, however, 

proved to be a treasure chest of oil, 
natural gas, and other minerals. One of 
the great natural gas fields of history was 
brought in near the famed Four Corners 
area—the only place in the United States 
where the boundaries of four states meet 
(Arizona, Colorado, New Mexico, and 
Utah). 

This natural gas field soon was supply- 
ing gas to southern California, Texas, and 
areas immediately adjacent. But in the 
Pacific Northwest, there was no natural 
gas. The pipeline was the method of sup- 
plying the fuel to hundreds of thousands 
of people along the pipeline route and in 
the Pacific Northwest area. 

But the pipeline does not operate by it- 
self. Natural gas must be fed to the pipe- 
line in the right quantity at the right time. 
The gas must be pumped by compressors 
through the lines, and it is vital that the 
gas is delivered when and where it is 
needed. 

The Pacific Northwest pipeline does 
not merely pick up natural gas at one end 
of the line and deliver it to the other. 
Natural gas is served to more than 100 
communities along the line, including 
Portland, Seattle, and many other towns 
and cities. Also, gas is picked up at several 
points. Fourteen compressor _ stations 
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along the pipeline pump the natural gas 
through the pipeline. Including feeder 
lines to customers along the route, there 
are 2,400 miles of pipeline. The gas is 
pumped through these lines at a speed of 
15 miles an hour, so availability and de- 
liveries must be anticipated, and subse- 
quent orders transmitted swiftly. 

Therefore, the job of controlling the 
pipeline flow is an ever-changing one, de- 
pending on such factors as community 
needs, weather, and fluctuating use by 
customers. 


) be sure that the gas gets to the right 

place at the right time requires con- 
stant supervision. Compressor stations 
must be given instructions, and central 
operations must have full information as 
to what is going on along the pipeline. A 
speedy, reliable communications system is 
a necessity. 

The system serving the Pacific North- 
west Pipeline is a full period telephone 
communications system for the exclusive 
use of Pacific Northwest Pipeline Cor- 
poration. At any time during the day or 
night, the dispatcher can dial any of the 
compressor stations and obtain from the 
field man the current suction and dis- 
charge pressure and other vital informa- 


q 


& 


tion. The dispatcher also can relay in- 
structions to meet the changing require- 
ments. 

“If pressure drops at a compressor sta- 
tion, we’ve got to know about it in the 
event it reflects mechanical problems,” 
says William C. Brady, superintendent of 
gas control of Pacific Northwest. “By the 
same token, if we want to add gas to the 
line, we must be able to instruct the sup- 
plying fields. If weather changes, or de- 
mand increases or decreases, we must 
communicate with the entire length of 
the system.” 

Regularly at five minutes past the hour, 
twenty-four hours a day, the central dis- 
patcher in Salt Lake City dials all of the 
compressor stations. He receives routine 
information and issues instructions. Addi- 
tional calls, from compressor stations or 
from the dispatcher, can be made when- 
ever wanted. 

“The system works dependably and effi- 
ciently—which is the important thing,” 
says Brady. 


B” to provide this smooth-functioning 
system was not easy for the four tele- 
phone companies involved. Each had spe- 
cial problems. Co-operation solved the 
problems. 


“PaciFIC NORTHWEST PIPELINE CORPORATION took a lot of 
factors into consideration before choosing its communications 
system. Microwave equipment was studied, along with tele- 


phone company facilities, over a long period, according to 
William C. Brady, superintendent of gas control for the pipe- 
line corporation. Once the decision was made to use telephone 
line service—early in February—telephone officials went to 
work. The Mountain States Company's engineering depart- 
ment proceeded to begin the designing of the over-all facility.” 
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Midland Telephone Company, with 
headquarters in Moab, Utah, serves the 
great uranium and oil country in south- 
eastern Utah—Moab, Blanding, and Mon- 
ticello; small towns, but important in oil 
and mining. General Telephone Company 
of the Northwest serves many communi- 
ties of Oregon, Washington, Idaho, and 
reaching into Canada. These are the in- 
dependents. Then there is Mountain 
States Telephone & Telegraph Company, 
covering the great Intermountain Empire 
of the Mountain West, and Pacific Tele- 
phone & Telegraph Company, with re- 
sponsibility along the northwestern part 
of the system. 

The four companies, two independents 
and two Bell system companies, co-ordi- 
nated closely, working out any problems 
quickly. 

“The amazing thing about this job is 
how smoothly it proceeded. Usually there 
are obstacles and a lot of headaches, but 
because of the teamwork everything rolled 
right along,” says R. J. Motzkus, sales 
engineer of Mountain States Telephone & 
Telegraph Company in Salt Lake City, 
Utah. 

It was Motzkus who sold the telephone 
communications system to Pacific North- 
west and who was the liaison man _ be- 
tween the customer and the telephone 
companies. He lived with the project from 
its first conception to its completion—and 
still co-ordinates maintenance and service. 
His work on the project received recog- 
nition throughout the Bell system. 


i ie co-operation that made the sys- 

tem possible began among the tele- 
phone companies while negotiations with 
the pipeline corporation were being con- 
ducted. 


When Motzkus first learned of the need 
by the pipeline corporation for a com- 
munications system, he arranged for con- 
ferences with the independent telephone 
companies involved. He and C. L. Parker, 
manager for Mountain States of inde-' 
pendent company relations in Utah and 
Idaho, called on Midland Telephone Com- 
pany, in whose territory the important 
Moab unit of the communications system 
would be built. R. J. Corbin, president of 
Midland, promised his full co-operation. 

Representatives of Pacific Telephone 
Company were informed of the project 
and not only moved ahead with their rdle 
in the installation but arranged for meet- 
ings with General Telephone Company of 
the Northwest officials. This first meeting 
was held in Spokane, Washington, with 
R. J. Whitekettle, general commercial 
manager, and David Hipskind, commer- 
cial agent of General, present. They as- 
sured Ray LaBarre, sales supervisor of 
Pacific Telephone Company, Seattle, of 
their willingness to co-operate in the 
project. With these assurances, Motzkus 
proceeded with negotiations with Pacific 
Northwest Pipeline Corporation. 


| eels NorTHWEST PIPELINE Cor- 
PORATION took a lot of factors into con- 
sideration before choosing its communica- 
tions system. Microwave equipment was 
studied, along with telephone company fa- 
cilities, over a long period, according to 
William C. Brady, superintendent of gas 
control for the pipeline corporation. 

Once the decision was made to use tele- 
phone line service—early in February— 
telephone officials went to work. 

The Mountain States Company’s engi- 
neering department proceeded to begin the 
designing of the over-all facility. 
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Co-operation between Bell and Independents 


cé ome period, open wire telephone communications system for ex- 

clusive use of the pipeline company, consisting of existing 
installations plus considerable additional linage, carrier systems, and other 
facilities, was completed just four and one-half months after the initial 


meeting of the co-ordinating committee. 


As a result, communications 


along the entire length of the pipeline were in operation July 15, 1956, 

four months before the pipeline itself was completed. To make this 

accomplishment possible, the two independent companies and the two Bell 
system companies worked closely and effectively together.” 








Motzkus and other Bell system repre- 
sentatives again visited the independent 
companies. This time, they were able to 
provide further information as to what 
facilities would be needed in the independ- 
ent company areas. 


A soon as the contract was awarded, 
George I. Redhair, assistant vice 
president of operations for the Mountain 
States Company, with headquarters in 
Denver, appointed a co-ordinating com- 
mittee with representatives of the com- 
panies and various departments invited to 
participate. 

“The job of the co-ordinating commit- 
tee was to combine the interested parties 
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into an effective team and to keep every- 
one informed,” according to Chairman 
Brandon. 

The co-ordinating committee made it 
possible for long-range plans to be out- 
lined with the knowledge of the various 
companies and departments. Meetings of 
the committee also enabled full discussion 
of problems. “These meetings were of 
great help in preventing misunderstand- 
ings,’ Motzkus said. Headquarters of the 
co-ordinating committee were in Denver, 
which is Mountain States Telephone & 
Telegraph Company headquarters and an 
important regional office for the Bell sys- 
tem. As installation progressed, there was 
close liaison work at all levels. This liai- 
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son work enabled difficult phases of the 
operation to be expedited and paved the 
way for rapid delivery of necessary equip- 
ment. 


| wen factor in successful operation 
of the communications system was a 
training school in operation and mainte- 
nance of the system. This training pro- 
gram was conducted in Denver by Moun- 
tain States Telephone Company, with 
representatives of the various companies 
participating. 

The co-operation that built the line is 
still going on, with maintenance now co- 
ordinated closely to assure smooth opera- 
tion. 

“By keeping everyone fully informed 
at all times, we achieved our goal of a 
co-ordinated project. Teamwork was the 
answer to successful completion of the 
line on time,” says F. D. Sawyer, Utah 
commercial manager. 

J. W. Corbin, president of Midland 
Telephone Company, says “We all real- 
ized the importance of co-operation. Our 
firm received splendid help and guidance 
from the Mountain States people.” 

Much of the day-to-day liaison work 
was handled by Motzkus, C. L. Parker, 
and F. D. Sawyer. 

The system was designed and engi- 
neered by Mountain States, to assure 
standardization of equipment, uniformity 
of installations, and the planning of proper 
reroutes in a co-ordinated manner. 

The installation itself was then handled 
by the company or department having 
jurisdiction over the particular area. 

For example, Midland Telephone Com- 
pany had the job of rebuilding the line 
from Moab to the Pacific Northwest com- 
pressor station, which is 17 difficult miles 


from Moab. Midland also installed a car- 
rier system in Moab and at the com- 
pressor station, and provided for a carrier 
system from Thompson, Utah, to Moab. 
Mountain States co-operated with Mid- 
land in this function and also installed 
telephone instruments and the two-tone 
selection signaling equipment for the 
operation. 

In Washington state, the General Tele- 
phone Company of the Northwest pro- 
vided service from Pasco to the compres- 
sor station near Plymouth, including all 
of the station equipment necessary. Again, 
this work was closely co-ordinated. 


ee of the multistate nature, the 
northern circuit of the two-circuit 
communications system was installed un- 
der supervision of the Long Lines Depart- 
ment of Bell system, working closely with 
Pacific Telephone & Telegraph Company 
and Mountain States Telephone & Tele- 
graph Company, as well as General Tele- 
phone Company representatives. 

Construction of the system began in 
February, 1956, and winter in the Moun- 
tain West can be a rugged foe, as every 
telephone man knows. Heavy snows, 
wind, blizzards, and extreme cold are 
common in the high desert plateaus and 
mountains. The terrain is a hazard— 
rivers that carve deep cliff-lined canyons, 
washes slashed by flash floods, barren 
desert, and timbered mountains. 

Because of the nature of the land, the 
communications system called for under- 
ground cable from Greenriver, Wyoming, 
to one of the compressor stations. 

And on one spring day, a heavy “cat” 
attempting to cross a wash suddenly be- 
gan to sink in the muck. The driver es- 
caped, but the equipment sank right out of 
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sight. New equipment had to be rushed 
into the area, not only to continue the job 
but to find and salvage the sunken equip- 
ment. This was only one incident of many 
during those months of meeting a dead- 
line. 


ea storms and other difficulties, 
work moved swiftly. Wherever pos- 
sible, existing facilities were used. Be- 
cause of telephone coverage of the area, 
frequently only new construction required 
was for lines from communities to com- 
pressor stations, for addition of carrier 
systems to increase capacity of existing 
lines, and instruments and facilities at the 
stations. 

Over-all the job was a big one, requir- 
ing more than 3,500 miles of telephone 
lines. The job was completed early in July 
and then given a two-week operational 
checking before being turned over to the 
pipeline firm. 

The central dispatch point for Pacific 
Northwest Pipeline Corporation’s control 
of its lengthy “Scenic Inch” line is in 
Salt Lake City. 

There are two circuits, in the communi- 
cations system, a north and south loop, 
both terminating in Salt Lake City. The 
south dispatch circuit includes compressor 
stations near Ignacio, Colorado; Moab, 
Utah; Rangely, Colorado; Greenriver and 
Kemmerer, Wyoming. The northern cir- 
cuit starts with the compressor station 
near Montpelier, Idaho, and includes sta- 
tions near Pocatello, Murtaugh, Glenn’s 
Ferry, and Caldwell, Idaho, and Baker, 
Oregon, and Plymouth, Washington. The 
compressor station at Plymouth has 
enough power to pump the gas on into 
Portland, Oregon, and on up to Seattle, 


Washington, terminal point on the Cana- 
dian border. 


ip addition to the full period telephone 

system, each compressor station has a 
local business telephone served from the 
closest exchange. This meant that two 
voice circuits had to be taken into each 
compressor station by the telephone com- 
panies. 

The company also has a leased line 
from dispatch headquarters in Salt Lake 
City to Farmington, New Mexico, which 
is a gathering point for natural gas from 
the field. 

Supplementing the telephone system is 
VHF radio, which is used chiefly for 
point-to-point communications along the 
line and between mobile units and com- 
pressor stations. 

Another factor that will make the sale 
of the communications system all the more 
important to the pipeline company will be 
added soon. This is a pipeline from Can- 
ada which will connect with Pacific North- 
west Corporation’s pipeline at Sumas, 
Washington. This will be another source 
of gas for Pacific Northwest’s distribution 
into the United States, and deliveries 
from Canada to the United States will 
have to be regulated along with the rest 
of the complex system from the Salt Lake 
City headquarters. 

Currently, telephone communications 
service is being extended into Canada to 
serve this affiliated pipeline, being built by 
Westcoast Pipeline Company, Ltd. This 
involves two more independent telephone 
companies, the Farmers Mutual Tele- 
phone Company in the Sumas area, and 
the British Columbia Telephone Com- 


pany. 
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Washington and 


the Utilities 


Niagara Project Approved 


fp Federal Power Commission has 
granted New York state conditional 
authority to construct a $600 million Ni- 
agara Falls power project. The commis- 
sion in granting a 50-year license reserved 
for future determination the type of water 
conduits to be installed at the project and 
the area of the reservoir. 

The Power Authority of the State of 
New York, the agency to which the license 
was issued, is required to file with the 
commission within six months revised 
drawings covering the project works, in- 
cluding the water conduits and the reser- 
voir. Construction of any of the project’s 
structures may not be started until the 
commission approves the drawings. 

The project, authorized by Congress in 
the final days of the last session, would 
have an installation of 9,920,000 horse- 
power, or 2,190,000 kilowatts. 

The license requires the New York 
agency to commence construction within 
one year and to complete it within six 
years. It requires that preference and pri- 
ority in the distribution of project power 
be given to public bodies and rural co- 
operatives within economic transmission 




















distance in disposing of 50 per cent of the 
project power. 

Another 20 per cent of the power sub- 
ject to the preference provisions must be 
reserved for use within economic trans- 
mission distance in neighboring states. 


» 
Bell Denies Monopoly Charge 


HE American Telephone and Tele- 

graph Company denies that any anti- 
trust questions are presented in its peti- 
tion before the Federal Communications 
Commission to be permitted to enter the 
private radiotelephone communications 
field. 

A contention to the contrary had 
previously been urged by the Justice De- 
partment’s antitrust division in a bid to 
block FCC approval of tariffs filed by 
AT&T for mobile radiotelephone systems. 

In its reply to the Justice Department’s 
arguments, AT&T said approval of the 
proposed tariff would not give a telephone 
company any advantage over others in the 
radiotelephone communications field. It 
also noted that the equipment to provide 
the service is bought largely from outside 
manufacturers and there are no plans to 


OCTOBER 24, 1957 





PUBLIC UTILITIES FORTNIGHTLY 


enlarge the company’s own equipment 
production for this field. The company 
points out that the telephone company 
rates for the service would be regulated 
and would be the same for all its custom- 
ers. 

The customer, said AT&T, should 
have the choice of providing his own sys- 
tem, obtaining the service from the tele- 
phone company, or from other companies 
in this field. 

A condensed statement of the telephone 
company’s reply to the Justice Depart- 
ment charge said on this point: 


Telephone companies have been pro- 
viding private mobile radiotelephone 
systems for a number of years. We are 
now serving a substantial number of 
customers all over the country. In addi- 
tion, many others have asked us to pro- 
vide service. They wish the telephone 
company to do the job because in many 
instances the service relates directly to 
their other communication needs. 

The service has been provided under 
private contract. All we are doing now 
is filing rates to put our service under 
public regulation. 


nen Bell system statement added that 
its operation in the mobile radiotele- 
phone field would preserve rather than 
lessen competition. It was noted that tele- 
phone companies have the experience and 
physical setup to do a good job in this 
newly developed communications field. In 
fact, in some communities—it was pointed 
out—telephone companies are the only or- 
ganization from which customers can 
lease private mobile systems. The equip- 
ment is widely used for point-to-point 
communication between a mobile station 
such as a telephone on an automobile, 
plane, train, boat, etc., and a stationary 
communications base such as a dispatch- 
ing center. The commonly used two-way 
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taxicab dispatching operations are an ex- 
ample. The Bell system has, by the filing 
of tariffs with the FCC, endeavored to es- 
tablish such service for public use as ren- 
dered by associated companies of the Bell 
system. The Bell system statement con- 
cluded: 


The whole matter is pending before 
the FCC. Approval of this tariff would 
not give a telephone company any ad- 
vantage over others in the field. Tele- 
phone company rates would be regu- 
lated and would be the same for all its 
customers. 

Nearly all the equipment that we fur- 
nish in providing this service is bought 
from outside manufacturers and we 
have no plans to enlarge our production 
of equipment used in this field. 


> 
Jones Starts with TVA 


ae R. Jones, first Republican to 
serve on the TVA board of directors 
in the twenty-four years of that agency’s 
existence, started digging in on Septem- 
ber 19th on problems facing the flounder- 
ing federal agency almost immediately af- 
ter taking the oath of office. 

One problem in which he said he is 
especially interested is future financing, a 
question that has been tossed around in 
Washington for several years without de- 
cision because Congress has failed to 
agree on terms of a proposed bond issue 
plan to raise capital for new TVA power 
plants. 

An immediate matter which the agency 
must handle is submission of its budget 
figures for fiscal year 1959 to the U. S. 
Bureau of the Budget. This requires offi- 
cial board action, but until September 
19th, Chairman Herbert D. Vogel was the 
sole director, owing to the retirement last 
spring of Dr. Harry A. Curtis and the 
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more recent death of Dr. Raymond R. 
Paty. 

Closeted with Jones in a long briefing 
session, Vogel said there is no deadline 
on getting the budget requests to Wash- 
ington but that it was something demand- 
ing early attention. 

He declined to say when he expects to 
hold his first official board meeting with 
the new director and added that “in a 
sense” they will be meeting as they get 
together from day to day. 


F  apeamag item of business to be taken 
care of, Vogel said, is choice of a 
successor to Joseph C. Swidler as general 
counsel. After being with TVA since 
1933, Swidler resigned last month. 

Asked recently if other such key per- 
sonnel changes may be in the offing, the 
chairman indicated there were no such 
plans. 

As a recess appointee of President 
Eisenhower, the new director faces an un- 
certain future. His nomination, opposed 
by Democratic Senators, including both 
Estes Kefauver and Albert Gore of Ten- 
nessee, still is subject to confirmation by 
the U. S. Senate for the nine-year term. 

Questioned whether he is confident of 
confirmation, he replied, “I am going to 
do the very best job I can in the next sev- 
eral months and we will have to see what 
the outcome is.” 

> 


Black Hits Foreign Utility 
Financing 


ee R. Buack, president of the In- 
ternational Bank for Reconstruction 


and Development, told the twelfth annual 
meeting of the board of governors in 
Washington, D. C., on September 23rd 
that short-range political consideration 
should not be the basis of loans to under- 


privileged countries, at the expense of 
basic economic consideration. Black 
pointed out that every ill-planned or badly 
executed project under such circumstances 
merely consumes scarce resources. He 
spoke of power plants built so that they 
operate far below their capacity, new 
highways built at the expense of maintain- 
ing old ones, of newly irrigated areas be- 
ing allowed to lie fallow. Speaking specifi- 
cally of foreign utility financing, Black 
said: 


One area in which this tendency pre- 
vails to a regrettable extent is the field 
of public utility financing. Where there 
is no domestic bond market, the choice 
between subsidies and adequate rate 
structures can be critically important in 
the context of balanced development. In 
one or two countries, for example, a 
good case could be made that subsidies 
to government-owned utilities are being 
financed at the cost of reductions in the 
government’s education program. Ac- 
tually less is being spent on education 
in these countries today despite an in- 
creased national budget. At the same 
time money is being used to subsidize 
public utility services—to provide cheap 
power to industries which, without any 
appreciable effect on their own costs of 
production, are fully capable of paying 
the economic cost of these services. 
This money might better have been 
used to build and staff new schools. 

When the choice is as clear and as 
compelling as this, I cannot understand 
why it is so difficult for governments to 
accept adequate rate structures. Yet the 
widespread tendency in underdeveloped 
countries today is to fix the price of 
utility services at a figure which, in 
fact, entails a subsidy for the benefit of 
those consumers best able to pay. This 
approach seriously distorts development. 
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Financial News 


and Comment 


By OWEN ELY 


Continued Rapid Growth of 
The Telephone Industry 


N the occasion of the annual con- 

vention of the United States Inde- 
pendent Telephone Association (October 
14th-16th) a review of the progress of 
the industry in the postwar period, and 
more particularly in the past year, may be 
of interest. 

The rapid postwar growth of the tele- 
phone industry (illustrated in the charts 
on page 680) has continued during the 
past year. The number of telephones in 
service in the United States now approxi- 
mates 62 million, all interconnected with 
the Bell system and enjoying world-wide 
service, with the exception of 2,700 tele- 
phones owned by two small companies. 
Over three-quarters of the 49 million 
households in the United States now have 
telephone service. The U. S. has about 56 
per cent of the total telephones in the 
world, it is estimated. 

What countries or areas do the most 
talking on the telephone? Surprisingly 
Hawaii comes first with 647 conversations 
per annum per capita, followed by Alaska 
with 572, Canada with 446, and conti- 
nental U. S. with 409. We are closely 
followed by Sweden with 405 and Iceland 
with 399. Britain had only 83, Germany 
60, and France 54—figures are not avail- 
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able for the Soviet Russia. Does the fact 
that foreign telephones are largely gov- 
ernment-owned have something to do with 
the small extent of their usage? 


fees number of phones and conver- 
sations per capita are about the only 
world statistics available. In the U. S. the 
recent statistics in the table on page 679 
may be of interest, as showing the division 
of the industry between the two private 
groups, the Bell system and the inde- 
pendents. 

Construction expenditures have been 
increasing very rapidly in the postwar pe- 
riod, reflecting not only the increase in 
number of telephones but also the larger 
proportion of dial phones (now about 90 
per cent of the Bell total versus 65 per 
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cent in 1945), and the increasing cost of 
construction work. In the postwar period 
Bell system plant has increased from $5.7 
billion to $18.2 billion, a gain of 220 per 
cent, although the number of telephones 
increased only 120 per cent. Bell spent 
over $2.2 billion on plant last year, and 
in the first half of 1957 $1.3 billion. The 
average investment per telephone is about 
$345. 

Financial statistics for the entire U. S. 
telephone industry are not available on 
an up-to-date basis. At the end of 1956 
Bell system capitalization was $14.5 bil- 
lion—roughly one-third in debt and two- 
thirds in common stock. (A subsidiary 
had a very small amount of preferred 
stock.) The Bell management feels that 
it must maintain a high equity ratio to 
afford adequate protection of dividends 
during periods of business recession. 


. ‘HE system is able to finance nearly 40 


per cent of its construction program 
through retained earnings, depreciation, 
etc., so that last year it had to obtain about 
$1.4 billion new capital. About $550 mil- 
lion, or 41 per cent of the total, was ob- 
tained through bond issues, while most 
of the equity money came from a huge 
rights’ offering to stockholders and from 
conversions of AT&T debentures. In 1957 
there has thus far been no equity financ- 
ing, but AT&T is calling its one remain- 
ing convertible issue, which was scheduled 
to be redeemed October 14th at 106.65. 
The parent company is selling $500 mil- 
lion straight debentures this year—$250 


Number of Telephones 

Central Offices 

Number of Companies 
— Daily Conversations .. 
Plant Investment 


Number of Employees 


e 


61,970,000 
9 


million 43 were sold in March, and bids 
will be asked for another $250 million on 
October 29th. Subsidiaries have made the 
usual offerings of debentures and several 
have issued stock rights, including the 
current offering by Pacific Telephone & 
Telegraph and the earlier offering by 
Mountain States Telephone. Southern 
New England will also sell 1,358,300 
shares through rights. 

Thus far in 1957 the Bell system as a 
whole has done $780 million debt financ- 
ing and another $320 million is presently 
scheduled, making a total of $1.1 billion. 
Some equity money has been obtained 
through debenture conversions and the 
usual employee subscriptions, as well as 
through the subscription offerings of com- 
mon stock by subsidiaries. There has been 
no indication yet as to when American 
Telephone and Telegraph will offer its 
stockholders rights to a new issue of con- 
vertible debentures, or common stock. It 
seems possible that a new convertible 
debenture issue might be announced late 
this year or early next year, since it looks 
as though the system will need several 
hundred million dollars more of new 
money to take care of this year’s con- 
struction requirements. 


|. ee of the high ratings enjoyed 
by the Bell system debentures, it has 
been less affected by the rapid rise in in- 
terest rates than some of the electric and 
gas utilities. In January New England 
Telephone & Telegraph debentures were 
sold at a net interest cost of 4.65 per cent. 


Per Cent Per Cent 
Bell Independent 
85% 
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AT&T’s big issues of straight debentures 
cost only 4.34 per cent and four subsidiary 
issues averaged about the same. In June, 
however, Southern Bell had to pay 4.91 
per cent and in August Pacific Telephone’s 
$90 million issue cost 5 per cent—the 
highest cost since 1930, when the parent 
company had to pay 5.22 per cent for 
money. The New Jersey Bell debentures 
in September were, however, sold on a 
4.80 per cent basis. 

American Telephone and Telegraph’s 
tremendous growth has been reflected in 
an increase in the number of shares from 
about 3 million in 1915 to 17 million in 
1930, 20 million in 1945, and currently 
over 63 million. The number of stock 
owners has increased in somewhat the 
same proportion—from about 60,000 in 
1915 to nearly 700,000 in 1932, 800,000 
in 1949, and about 1.5 million recently. 
Last year the company issued 8.8 million 
new shares—5.6 million through the first 
direct stock offering in twenty-six years, 
and most of the remainder through con- 
version of debentures. (Subscriptions by 
employees account for a small but steady 
increase. ) 

The 1956 stock offering accelerated the 
increase in the number of shareholders, 
with a substantial number of new accounts 
opened for subscriptions and also more 
purchases of stock in the market by new 
owners. Thus, over 60 per cent of the 
year’s growth occurred in the fourth quar- 
ter when new shares were being issued 
under the offering. More than half of 


Amount—Millions 
Subsidiaries Parent Co. 


$367 (a) 
106 


Long-term Debt 
Preferred Stock 
Common Stock Equity . 46 


Totals $519 


e 


existing share owners used their rights 
to buy stock, and purchased more than 
two-thirds of the offering. Chiefly as a 
result of this increase in holdings, the 
average number of shares held rose 3.7 
shares during the year to 42.1 shares, the 
highest in thirty-nine years. 


_  sisencen TELEPHONE CORPORATION, 
the largest of the independent tele- 
phone systems, has grown at an even fast- 
er rate than the Bell system because of 
internal growth plus mergers with other 
independents. That system at the end of 
1956 had 2.8 million telephones in 30 
states—nearly one-third of all the inde- 
pendent phones. This year Peninsula Tele- 
phone in Florida has been acquired, add- 
ing about 300,000 phones. Several small 
companies have also been acquired in the 
past year or so and it seems logical to ex- 
pect that the company will continue this 
policy. 

General Telephone, like AT&T, makes 
considerable use of convertible issues in 
order to provide a fairly steady increase 
in number of shares, as an offset to senior 
financing. The parent company now has 
outstanding two issues of convertible 
debentures and four series of convertible 
preferred stock. General Telephone is cur- 
rently offering about 302,000 shares of 
common stock to employees. System cap- 
ital structure is approximately as shown 
in the table below. 

Both the Bell system and the General 
Telephone System are devoting a great 


Per- 
centages 


51% 

13 

36 
100% 


$113(b) 
19(c) 


$422 


(a) Excludes $32 million short-term bank loans. 
(b) Includes $95 million convertible issues. 


(c) All preferred stock is convertible. 
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deal of attention to research, primarily to 
increase operating efficiency, which helps 
to offset the drain on earnings caused 
by the steady rise in wage rates. The dial 
system, now very widely used for local 
dialing, is making its debut for long- 
distance phoning. Thus, Bell in the post- 
war period has been able to increase the 
number of calls handled per employee by 
about one-fifth. The dial system is also 
helpful during labor difficulties, when 
local calls and even long-distance mes- 
sages can be handled by supervisory em- 
ployees without any great loss of eff- 
ciency, on a temporary basis. 


lie dial system lends itself ideally to 
“automation” and progress is con- 
stantly being made toward reducing the 
human factor in operations, billing, etc. 
The Bell Laboratories this year announced 
a new electronic device called a spin oscil- 
lator to amplify message-carrying waves 
without creating the noise which is a hand- 
icap in the present system. More recently, a 
new microwave radio relay system was an- 
nounced capable of carrying more than 
10,000 telephone conversations, or a com- 
bination of 12 TV programs plus 2,500 
phone calls—as well as provide increased 
capacity for transmitting “digital” in- 
formation used in teletypewriter and data 
transmission. Bell Lab’s President Kelly 
remarked that “solid state electronics will 
almost completely instrument telecom- 
munication in the coming decades.” In- 
stallation of the new microwave system is 
expected late in 1959. 


* 


Recent Telephone Rate 
Increases and Pending 
Applications 


HE Bell system’s recent and pending 
rate cases were reviewed in this de- 
partment (pages 685-6) in the May 9th 
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issue. There has been little news recently 
about the important $55 million New 
York Telephone case, in which hearings 
have been completed and briefs filed, but 
a decision might be expected before the 
end of the year. 

On September 21st Southern New Eng- 
land Telephone Company put into effect 
a $7.5 million annual rate increase which 
had been authorized by the Connecticut 
Public Utilities Commission; the increase 
was about $2 million less than the com- 
pany had requested. On August 7th Pacific 
Telephone & Telegraph filed a proposed 
rate increase with the California Public 
Utilities Commission, estimated at about 
$29 million before income taxes. 

Michigan Bell Telephone’s request for 
a rate increase of $12.5 million has been 
rejected by the Michigan commission, 
which allowed an increase of only about 
$2.8 million. As a result the company in- 
dicated that it would have to reduce its 
proposed $198 million capital expenditure 
program for 1957-58; about $60 million 
of the proposed program had been ear- 
marked for improvements “that are de- 
sirable, but dependent on better earnings.” 


_ geriene the Tennessee supreme court 
ruled that Southern Bell Telephone & 
Telegraph was entitled to rate increases 
totaling about $6.8 million. The com- 
pany had earlier put this increase into 
effect under bond. The court held that 
the action of the public service commis- 
sion in refusing to hear additional proof 
of the need for higher rates (above those 
approved last December) was confisca- 
tory. New Jersey Bell Telephone is seek- 
ing to have the New Jersey commission 
accept evidence based on the “trended” 
original cost of its intrastate properties to 
reflect current values. A rate ‘increase of 
$14,148,000 a year is being sought. Tra- 
ditionally, the commission has used orig- 
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inal cost or “prudent investment.” North- 
western Bell Telephone filed for a rate 
increase in Nebraska in January and on 
June 10th was granted an increase of $1.3 
million. Wisconsin Telephone Company 
(Bell) was granted a net increase of $2.4 
million July 24th. 


— General Telephone System has 
also begun a new series of rate in- 
crease applications to take care of higher 
costs. The General Telephone Company 
of Wisconsin was authorized recently to 
increase rates by nearly $1 million. Press 
reports indicate that General Telephone 
Company of California plans to ask the 
public utilities commission in that state for 
a $12.5 million rate increase. 
Southwestern States Telephone has ap- 
plied for an increase of about $215,000 
in Oklahoma. Telephone Service Com- 
pany of Ohio, another independent, has 
obtained a rate increase of $510,000 for 
two of its subsidiaries. The commission 


. 


is considering an application by another 
subsidiary for an increase of $160,000 
and applications by several others. 


. 
Sharp Increase in New 
Issue Yields in 1956-57 


bern upward trend of coupon rates and 
yields on A-rated and Aa-rated bonds 
during 1956-57 is illustrated in the ac- 
companying chart on page 683. The first 
A-rated issue in 1956 was retailed to yield 
3.20 per cent while a year and a half later 
the similarly rated Michigan Consolidated 
Gas bond issue yielded 6 per cent. How- 
ever, as previously explained in this de- 
partment, several bond issues in June bore 
abnormally high coupons because the com- 
panies were not allowed by the Federal 
Power Commission to make the issues 
noncallable for a period of five years or 
more. More recent issues with A ratings 
have had coupon rates as low as 4.875 
per cent. 


DATA ON ELECTRIC UTILITY STOCKS 
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Aver. 

ee Incr. 
9/25/57 Divi- Recent In Sh. Price- 
: Price dend Approx. Share % In- Earns. Earn. 
(Continued) About Rate teld Earnings crease 1951-56 Ratio 


0 ae, dy. 3) eee 2.16Je NC 
Penn Power & Lt. ........ 3.31Au 1 
sy eee 2.47Je 
Portland Gen. Elec. ...... 1.68Au 
Potomac Elec, Pr. .........- 1.58My 

Pub. Serv. of Colo. ...... 2.79Je 

Pub, Serv: OG, 2.22... 2.35*Je 

Pub. Serv. of Ind. ....... 2.62Jy 

Pub; Serv. of NH. .......... 1.43Jy 

Pub. Serv. of N. M....... 
Puget Sound P. & L...... 
Rochester G. & E. ....... 
Rockiand L. & P. ........ 
St joseph 1m PB. ...5550 
San Diego G. & E. ....... 
Soe OS ee 
Sierra Pacific Pr. ........ 
So. Calif. Edison 

So. Carolina E. & G. ..... 
Southern Colo. Pr. ....... 
Southern Co. 

So. Indiana G. & E. ...... 
So. Nevada Power 
Southern Utah. Power .... 
Southwestern E. S. ....... 
Southwestern P. S. ...... 
Ree NOC, awins scless <> 
Texas Utilities 

Toledo Edison 

Tucson G. E. L.& P. .... 
Union Elec. of Mo. ...... 
United Illuminating 

Upper Peninsula Pr. ..... 
Utah Power & Lt. ........ 
Warethig 15, 6 ©. occas 
Wash. Water Power 
West Penn Elec. ......... 
West Penn Power 
Western Lt. & Tel. ....... 
Western Mass. Cos. ...... 
Wisc. El. Pr. (Cons.) .... 
Wisconsin P. & L. ....... 
Wisconsin P. S. .........- 
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Averages 


Foreign Companies 

Amer. & Foreign Pr. ..... 
Brazilian Trac. 

British Columbia Pr. ..... 
Gatineau Power 

Mexican L, & P. 

Quebec Power 

Shawinigan Wtr. & Pr. .. 


_—e — 
wT ON NW 90 
DARWEN 


NAPWMNWON 
HDOASUpm 


A—American Stock Exchange. B—Boston Exchange. O—Over-counter or out-of-town exchange. S— 
New York Stock Exchange. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; 
Jy—July; Au—August; Se—September; Oc—October; N—November; De—December. *Based on average 
number of shares. **Calendar year 1955. a—Estimated annual rate. The “A” stock received stock dividends. 
b—Also 3 per cent stock dividend December 31, 1956, which is included in the yield. c—Also 2 per cent stock 
dividend January 10, 1956. f—Also 5 per cent stock dividend August 15, 1956. g—Cash dividends of $2.50 
in 1956 included 30 cents extra; 10 per cent stock dividend also paid April 30, 1956. h—Also stock dividend 
of one share for each 200 shares held September 12, 1956. i—Also 10 per cent stock dividend November 16, 
1956. j—Also 10 per cent stock dividend August 31, 1956. k—Also 5 per cent stock dividend December 1/, 
1956. m—Also 2 per cent stock dividend January 10, 1956; 3-for-2 split June 15, 1956. n—Also 5 per cent 
stock dividend December 28, 1956. o—Also 5 per cent stock dividend May 1, 1957. 
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What Others Think 


Pioneering in the Telephone Industry 


& getuctrtaheapsage and the need for pio- 
neering in the telephone industry are 
greater today than ever before, Frederick 
R. Kappel, president of the American 
Telephone and Telegraph Company, told 
7,200 telephone people attending the gen- 
eral assembly of The Telephone Pioneers 
of America in Philadelphia on September 
19th. 

Speaking before the largest gathering 
of telephone people ever assembled, Mr. 
Kappel called ‘Telephone Pioneers the 
“finest group of people in the world—and 
I mean real people in a real world with 
all its problems.” 

“Being real people, we don’t all think 
alike,” he pointed out. ““Yet we have com- 
mon interests and feelings that far out- 
weigh all our differences. We are not yes- 
people but we have a tremendous amount 
to share with each other,” Mr. Kappel 
told the Pioneers following the annual 
banquet. 

“We can disagree from time to time, 
but we are fully together on this. We 
know the success of the business is vital 
to each of us, and that this success comes 
only from each of us doing his or her full 
part.” 

Mr. Kappel pointed to the reasons for 
the fellowship among all telephone people. 
First, he said, “We are joined in an im- 
portant and most worth-while calling. Our 


vocation is to bring people together. This 
means so much to everybody that it can- 
not help meaning a lot to us. 

“We do our job well and that gives us 
pride of accomplishment,” and he added 
that the way we work builds mutual re- 
spect. “It takes a great pooling of brains 
and energy to give good telephone service. 
We learn to respect and admire the people 
we work with.” In addition, he said, our 
ties are strengthened by the thought that 
each of us has truly had a share in pio- 
neering. 

Mr. Kappel paid tribute to the Pioneers 
—all of whom have been active in pioneer- 
ing years. 

“The opportunities for pioneering, and 
the need for it, are greater than they ever 
have been,” emphasized Mr. Kappel. 


- Pecaee telephone service as an example, 
he said the tools we use to give serv- 
ice are becoming more effective all the 
time, and as we expand the telephone sys- 
tem we not only serve more people—we 
can also do a great deal more for them. 

Progress does not happen by itself, he 
told the Pioneers. “People are what it 
takes—people who have skill and good 
judgment and the enthusiastic desire to 
use them both.” 

Looking into the future he predicted a 
bigger, more populous continent to serve, 
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a growing, ever-changing society that has 
more and more need for communications. 
He also predicted a wide range of 
equipment that can be used to provide just 
about any kind of communication service. 
“The challenge is in the way we match 
our performance to the need.” 


M* KaPPEL pointed out that we have 

pioneering to do in the study of mar- 
kets, organizing the production and in- 
stallation of all kinds of new equipment 
and developing new maintenance methods, 
and we need to work out rate schedules 
for a great variety of new and improved 
services. 

“As we broaden our ‘line’ each step 
calls for pioneering judgment and action 
all through the organization,” he stated. 

Earnings are another area for pioneer- 
ing, declared Mr. Kappel. To provide the 
best possible service at the lowest possible 
cost was a pioneering pledge a generation 
ago. It still holds today, he said. Mr. 
Kappel stated : 


However, I think we have an equal 
obligation to convince the public and 
the regulatory commissions of the 
soundness of a complementary idea. 
That is, that the best service at the low- 
est cost in the long run depends on 
good earnings. 

Telephone earnings have been much 
too low. Though some companies have 
improved somewhat in the last few 
years they are still not up to a level 
which would really assure our ability to 
provide, over the long pull, the most 
and best service at the lowest price. 


Low earnings do not mean low rates, 
nor do high rates come with good earn- 
ings, he emphasized. “We have a pioneer- 
ing job to change the climate of public 
opinion. I am sure our success in this will 
be just as important to the future of the 
service, and as much to the benefit of the 
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employees and owners of the business, as 
was any pioneering in the past.” 


A THIRD area for pioneering is provid- 
ing “a business atmosphere in which 
telephone people can realize all their abili- 
ties and also their personal goals.” This is 
a never-ending effort, he reminded the 
Pioneers. It includes helping employees 
know the facts about the business, pro- 
viding fully adequate job training and 
learning how to be managers who can 
foster the growth of other men and 
women. 

“We can use a lot of pioneering initia- 
tive in finding ways to be at home in more 
places,’ Mr. Kappel told the Pioneers, 
Whatever the community—town or city, 
office building where an installer works, a 
state or part of a state, or industry—we 
are related to all of them. Our services are 
increasingly mechanized, yet we must be 
at home in every one of these communi- 
ties, Mr. Kappel pointed out. 

As our service grows and the variety 
of service increases, we touch these com- 
munities at more and more points. “Con- 
versely, they have more and more reasons 
for thinking about us—and for taking ac- 
tion which may affect us,” reminded Mr. 
Kappel. 

“Only when we understand what com- 
munities everywhere expect of us will 
they understand what we are trying to 
do.” 


He urged the Pioneers to look ahead. 
“Each year we'll be welcoming new mem- 
bers who have been working right along 
with us through this period of tremendous 
change and progress. We’re proud of the 
job that is being done by those who have 
followed us into the business. We hope 
our experience and example have been of 
some help to them. We hope we have com- 
municated the spirit of service—the very 
life of this business—to others.” 
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WHAT OTHERS THINK 


“The opportunities ahead are limitless, 
and as we work to meet them I’m sure 
both the effort and the results will bring 


to the Pioneers of today and the Pioneers 
of tomorrow an overflowing measure of 
interest and satisfaction.” 





Trial Run for Toll TV 


be decision of the Federal Communi- 
cations Commission to give toll tele- 
vision a trial run came in for some sharp 
criticism in a recent address by Repre- 
sentative Celler, chairman of the House 
Judiciary Committee. In a speech before 
the Association of Advertising Men and 
Women, Celler voiced opposition to the 
experiment “until present obstacles to the 
full and healthy development of free tele- 
vision have been cleared away.” Celler said 
no final decision should be made until 
Congress has a chance to “resolve the 
grave policy issues that are involved.” 
Representative Harris, chairman of the 
House Interstate Commerce Committee, 
has scheduled hearings on the issue for 
early January. 

Celler said that if pay television should 
prove financially successful during the 
trial period, there would be “tremendous 
pressure” for regular TV stations to 
switch to the scheme. “Once such a re- 
action is allowed to begin,” he said, “it 
will be well-nigh impossible to control.” 
He predicted the networks would have to 
abandon their present opposition “in or- 
der to protect their investment and their 
positions of dominance in the industry.” 

Celler said he was apprehensive that, 
“far from improving the level of existing 
programming, any significant experi- 
mentation in pay TV will have disastrous 
consequences for the viewing public. I 
fear that successful tests will begin by 
ousting the public from free access to one 
after another of the already too-limited 
program sources, and end by confronting 
the viewing audience with the same old 
television fare as a network service, at a 
price.” 


ELEVISION networks and part of the 

broadcasting industry have vigorous- 
ly opposed the various proposals for sub- 
scription television. They have also chal- 
lenged the commission’s authority to 
authorize pay TV. But last spring, the 
FCC took the position that it has the pow- 
er to authorize a test. It held to that stand 
despite strong protests from congressional 
opponents. It has said that it would be 
deterred only if Congress passed legisla- 
tion specifically banning a trial. It seems 
likely that opponents of toll TV in Con- 
gress will try to push through such legisla- 
tion next year, before the FCC starts con- 
sidering applications in March. 

Five corporations have proposed var- 
ious pay television systems. They are 
Zenith, Skiatron, International Telemeter, 
Inc., Teleglobe, and Blonder-Tongue, Inc. 
The FCC did not indicate a preference for 
any one system. It said only that each in- 
dividual television station wishing to take 
part in the demonstrations must obtain 
commission approval for the system it 
employs. 


LE jes most systems both the picture 
and the sound will be scrambled. Both 
would be unscrambled through a decoding 
device attached to the TV set. The public 
would pay for the program either by drop- 
ping money into a coin box or by being 
billed later in much the same manner it 
pays for telephone service. So-called sub- 
scription television, in which the telecast 
is transmitted on regular radio and TV 
frequencies, is distinct from the telephone 
wire TV systems which have cropped up 
in demonstrations in various parts of the 
country. Under these systems, the pro- 
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grams are transmitted into the homes of 
viewers over telephone wires, not the 
regular radio or television frequencies. 


nce newest system to emerge in com- 
petition with others is that known as 
Teleglobe. The system provides for a 
separation of the TV signals from the 
sound, which is brought to subscribers 
through wire lines. It also leaves the home 
TV set completely gadget-free and elimi- 
nates all need for decoding and un- 
scrambling devices. The basic feature of 
the system is that the picture could be 


sent over the air, just as it is at present, 
but without sound which would be direct- 
ed from the broadcasting studio over tele- 
phone-type wires. The silent picture could 
be viewed by any one without charge, the 
idea being that the mute picture would 
serve as an inducement to the viewer to 
subscribe for the audio part for a price. 
The sound would be connected at the sub- 
scriber’s request at a central switchboard 
or a central box office. An automatic 
switch, attached to the audio wire leading 
to the home TV set, would tune in the 
subscriber. 





AT&T Defends Private Radio Proposal 


(es Federal Communications Com- 
mission has once again been request- 
ed by the Department of Justice to block 
the Bell system’s bid to enter the private 
radio communications field. The pro- 
posal is opposed by the Justice Depart- 
ment’s antitrust division on the ground 
that if approved it “would tend to strangle 
the growth of the radio equipment indus- 
try . . . and would violate various provi- 
sions of the antitrust laws.” 

The American Telephone and Tele- 
graph Company wants authority to lease 
and maintain private two-way radio 
equipment of the type used by taxicab 
companies. Formally, the company is pe- 
titioning the FCC to put private com- 
munications systems, not presently regu- 
lated by the federal government, under 
federal control. The company is forbid- 
den by a court decree from engaging in 
any business not supervised by federal 
regulations. 

Replying to a statement on the subject 
sent to the FCC by the Justice Depart- 
ment, AT&T contends that Justice’s in- 
tervention is based on a misreading of the 
Communications Act, a misconception of 
the nature of the proceeding, and a mis- 
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understanding of the facts. The company 
flatly denies that its proposal presents any 
antitrust questions. 

“Tt is apparent from the facts that the 
ability of the public to select the telephone 
companies to furnish and maintain their 
private mobile telephone communication 
svstems means more, not less, competition 
in this field,” AT&T contends. “The fact 
that AT&T and other Bell companies 
would furnish systems under regulated 
tariffs would in no way result in any com- 
pulsion on the public to obtain their sys- 
tems from respondents. The using public 
would continue to have complete freedom 
of choice as to whether to obtain their pri- 
vate mobile systems from respondents or 
from any other source.” 

Attorneys for AT&T point out that 
telephone companies would be obliged un- 
der the tariffs to furnish such systems to 
all qualified licensees in their territories, 
in contrast to others in the field who would 
continue to be free to pick and choose their 
customers. Also, the charges, terms, and 
conditions under which users would ob- 
tain their systems from the telephone com- 
panies under tariffs would be subject to 
review by public regulatory authorities. 
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WHAT OTHERS THINK 







































































MOBILE SERVICE? 


be Justice Department criticized pos- 
sible regulation by the FCC of 
AT&T’s tariff on the grounds that it “may 
result in stagnation or even retrogression 
of the radio equipment industry; which 
may and probably will be the elimination 
of the incentive to reduce costs; which 
may and possibly will result in the use of 
obsolete and outmoded equipment; and 
which may and possibly will result in 
handicapping improvements in equipment 
and service.” 

AT&T replies that these charges are 
“fully refuted by the facts well known to 
the commission—and to the public gen- 
erally—as to improvements in and expan- 
sion of telephone service, research, and de- 
velopment in services and facilities and 
progress in the telephone art, in both the 
wire and radio fields.” 

Bell system companies now furnish less 
than 5 per cent of the radio stations in all 
private mobile systems now in use. The 


radio equipment for the systems they are 
furnishing is purchased from many differ- 
ent manufacturers, Western Electric be- 
ing the only one affiliated with the Bell 
system. 

According to AT&T, only a very 
small number of the mobile radio units 
and of associated equipments in use in the 
systems being furnished by AT&T were 
manufactured by Western Electric. 


A FURTHER argument advanced by the 
Justice Department against AT&T’s 
position is that the tariff offered by the 
company does not constitute the furnishing 
of a public communications service within 
the meaning of Title II of the Communi- 
cations Act, subject to regulation by the 
FCC. According to the department, Title 
II of the act sets forth duties and obliga- 
tions of common carriers engaged in com- 
munication services and the powers of the 
FCC relating thereto; Title III, on the 
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other hand, sets forth the duties and obli- 
gations of licensees, other than common 
carriers, to whom are allocated channel 
frequencies by the FCC and the powers 
of the commission relating thereto. It is 
the department’s view that Title II and 
Title III are mutually exclusive and that 
a tariff filed under Title II can only apply 
to persons and matters coming within the 
purview of that title. 


7 challenges this interpretation of 
the act. It argues that, instead of be- 
ing mutually exclusive, Titles II and III 
are closely related in actual application of 
the act to common carrier services. “Since 
the Communications Act was passed in 
1934, the commission has, under Title 
III, licensed thousands.of radio stations 
to be used in the performance of com- 
mon carrier communication services by 
respondents and other carriers, tariffs for 
which have been filed with the commission 
under Title II of the act,”” AT&T states in 
its reply. 

In the concluding section of its argu- 
ment, the Justice Department asserts that 
the characteristic and essential element of 
a common carrier for hire by wire or radio 
communication is its toll and exchange 
switching system through which connec- 
tions are made between telephones, and it 
is the offering of such a service which 
makes a telephone system public and 
which establishes the necessity that it be 
regulated as a public utility. It is further 
asserted that a system not connected with 
the toll and switching system and which 
is utilized by the licensee exclusively for 
communication between his own mobile 
units is a “private” system and for that 
reason is not subject to public relation. 


Answering this contention, AT&T 
states: 
. .. Private line services have been of- 
fered by telephone companies to the 
general public since the beginning of the 
telephone industry. In these services, 
the necessary communication facilities 
are provided by the telephone company 
for the exclusive use of the customer. 
This is what is signified by the term 
“private.” The term does not mean 
that these services are not included in 
the telephone company’s service offer- 
ings to the general public. In fact, the 
designation, “private,” is used by the 
telephone companies in public tariff of- 
ferings of these services. 
Accordingly, private line services 
have long been regarded as subject to 
public regulation. 


’ conclusion, the Justice Department’s 
argument that the leasing and mainte- 
nance of equipment to be used in private 
communications systems is not clothed or 
vested with a public interest is, according 
to AT&T, contradicted by the depart- 
ment’s earlier statement that “these sys- 
tems are no longer looked upon as luxury 
items but as necessities in the conduct of 
efficient business operations.” 

“There is a substantial need and demand 
for private mobile telephone communica- 
tion systems,” states AT&T, “and many 
users of such systems, representing a wide 
variety of interests and activities, have 
found it distinctly to their advantage to 
have the telephone companies furnish and 
maintain their private mobile systems, in- 
cluding many systems which are auxiliary 
to other private line services furnished by 
the telephone companies.” 





OCTOBER 24, 1957 





R54 D = 47 4b = pA. KR nar m~s 


3 Quen OO SJITNA OO. —™ Oa 


a 
a. 


a 


PUBLIC UTILITIES FORTNIGHTLY 
INGAA Holds Annual Meeting 


bbe present 6 to 6.25 per cent profit 
allowed natural gas companies by reg- 
ulatory bodies dominated talks and discus- 
sions at the annual convention of the Inde- 
pendent Natural Gas Association of 
America in Houston, Texas, early last 
month. 

Noting that the natural gas industry is 
the fifth largest in the United States, 
Clare H. Zachry, president of the Amer- 
ican Gas Association, pointed out that a 
6.5 per cent interest rate on new bond is- 
sues is now becoming necessary. If the 
pipeline companies are limited to 6 per cent 
profit, Zachry said, then they can no long- 
er obtain enough capital loans for im- 
provements and make a reasonable profit 
on the money after interest. 

R. B. Stewart of the Phillips Petroleum 
Company, chairman of INGAA’s pro- 
ducers’ committee, said 25 cents per thou- 
sand wellhead price for natural gas is not 
only possible but necessary for the gas pro- 
ducers to continue to search for new re- 
serves. The United States had 1,020 tril- 
lion cubic feet in reserve at the end of 1956 
and since that time the figure has been 
cut an estimated 20 per cent. However, 
figures on display at the convention 
showed that the demand is up more than 
25 per cent. 

The natural gas industry needs to make 
a concentrated effort to give the consum- 
ing public a clearer picture and better un- 
derstanding of the natural gas business, 
Stuart F. Silloway, president of Pacific 
Northwest Pipeline Corporation, told the 
convention. Silloway said that a united 
front by pipelines, distributors, and pro- 
ducers is needed to offset the public im- 
pression that the natural gas business is 
“a constant altercation between the pro- 
ducer, pipeliner, and distributor, with lit- 
tle if any thought given to the consumer.” 


= cited the electric industry as 
an example of a well-organized, public 
relations-conscious business. He noted 
that “in addition to being largely inter- 
connected physically, all units of the elec- 
tric business work and speak for a common 
cause—the advancement of the electric in- 
dustry.” Electric appliance manufacturers 
spend large sums of money on merchan- 
dising, he continued, as well as making 
large research outlays to build better ap- 
pliances. 

Many electric companies also merchan- 
dise appliances, he added. 

In the case of the natural gas industry, 
however, Silloway said that “many gas 
distribution companies have largely aban- 
doned the merchandising of gas appli- 
ances,” causing the industry to lose ground 
in the battle for business with the electric 
companies. He said the natural gas indus- 
try needs to entice “one or more successful 
higher-powered industrial organizations 
into the gas appliance field.” 

Silloway also deplored the confusion 
generated by having two representative 
bodies for the industry—INGAA and the 
American Gas Association. The INGAA 
is regarded as the association of gas pipe- 
lines and producers, while the AGA is 
thought of as mainly composed of gas dis- 
tributors, Silloway said. He proposed the 
possibility of a joint committee between 
the two groups to work on the problem. 


| en Power Commissioner William 
R. Connole called for a national fuels 
policy to guide the development of the nat- 
ural gas industry through a period of ap- 
parently insatiable demand and sharply 
limited supply. Connole said it is absolute- 
ly essential that the FPC and the industry 
weigh carefully any expansion program. 
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FCC Ordered to Reconsider 
Decision 


U. S. court recently ordered the Fed- 

eral Communications Commission to 
reconsider its decision to let a Mexican 
television station use U. S. network shows 
for relay to this country “in the public 
interest.” 

Three judges of the U. S. court of ap- 
peals ordered reconsideration of a 1956 
FCC order allowing Station XETV at 
Tijuana, Mexico, to affiliate with the 
American Broadcasting Company. The 
station can be received at San Diego, Cali- 
fornia. The two other San Diego network 
stations, KFMB-TV (CBS) and KFSD- 
TV (NBC), protested that “defects in 
programming” by XETV are against the 
U. S. public interest. They said a Mexican 
station is not subject to FCC regulations 
on length of commercials and liquor and 
patent medicine advertising. 

The FCC’s position in the original rul- 
ing was that it is in the public interest for 
San Diego viewers to have access to all 
three major networks. 


Cable Contracts Signed 


HE American Telephone and Tele- 
graph Company announced recently 
the signing of contracts with French and 
German telephone agencies for construc- 
tion of an undersea telephone cable sys- 
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Events 


tem between the North American and 
European continents. 

The double cable, with 36 voice circuits, 
will be laid next summer between Clar- 
enville, Newfoundland, and the Brittany 
peninsula of France. 

Parties to the contract in addition to 
AT&T are the French Ministry of Posts, 
Telegraph, and Telephones; the German 
Federal Ministry for Posts and Telecom- 
munications; and Eastern Telephone & 
Telegraph Company, a Canadian sub- 
sidiary of AT&T. The American Com- 
pany will bear 64 per cent of the $40 mil- 
lion cost, with the French and German 
agencies bearing the remainder, AT&T 
President Frederick R. Kappel said. 


Coal Industry Opposes Gas 
Import 


— industry representatives recently 
urged the State Department to op- 
pose importation of natural gas from 
Canada by an affiliate of Tennessee Gas 
Transmission Company, Houston. Twelve 
spokesmen for the coal-producing indus- 
try, the United Mine Workers of America, 
railroads, and coal distributors presented 
their opposition to Deputy Under Secre- 
tary of State Douglas Dillon in a one-hour 
meeting. 

The case at issue involves a proposal by 
Midwestern Gas Transmission Company, 
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also of Houston, to import approximately 
204 million cubic feet a day of natural gas 
from Canada. The affiliate of Tennessee 
Gas wants to build a pipeline from Edmon- 
ton, Alberta, to Tennessee and serve mid- 


western markets along the way. Now be- 
fore a Federal Power Commission ex- 
aminer, the proposal is being fought by 
other U. S. natural gas companies and by 
the coal industry. 


California 


Asks Boost in Gas Rates 


1. Pacific Gas and Electric Company 
last month asked the state public utili- 
ties commission for a boost in gas rates to 
bring in an additional $9,129,000 a year. 
The increase would add about 30 cents a 
month to the average residential bill, ef- 
fective January Ist. 

Also pending before the commission was 
a request by PG&E for an increase of 5.94 
per cent in electricity rates to meet a jump 
in the price of fuel oil. Should that appli- 
cation be granted, it would add 37 cents 
a month to the average electric bill in Cali- 
fornia homes and would produce $16.6 
million in new revenue for PG&E. 

PG&E said the gas increase was neces- 
sary to offset a scheduled rate boost by the 
El Paso Natural Gas Company of Texas, 
which supplies two-thirds of PG&E 
natural gas. Because of the El Paso in- 
crease, PG&E said, cost of importing out- 
of-state gas will go up by $9,348,000 as of 
January 1, 1958. The El Paso increase, 
however, is subject to hearings before the 
FPC next year—at which time it may be 
scaled down. 

If such is the case, PG&E said it would 


refund to its customers any of its in- 
crease which might exceed El Paso’s rate. 


New Gas Rate Boosts 
Requested 


| pene increases in natural gas costs 
to southern California consumers be- 
came a prospect recently when Southern 
California Gas Company and Southern 
Counties Gas Company each filed petitions 
with the state public utilities commission 
requesting new rate boosts. 

Southern California Gas Company, 
which serves 1.6 million consumers, asked 
for a rate increase which would total $6,- 
858,000 a year. This would be in addition 
to an increase of $13.5 million asked last 
March and now pending before the com- 
mission. Southern Counties Gas sought 
an increase totaling $3,237,000 a year. 
Last September 19th the company was 
granted an increase of $6.5 million in 
gross revenues which went into effect on 
October Ist. 

Principal reason given by both utilities 
in their petitions for rate revision is the 
added cost of natural gas from out-of- 
state producers. 


Iowa 


Says Ruling May Aid Profit 


1. amare of the Iowa-Illinois Gas & 
Electric Company’s gas rate case by 
the state supreme court last month could 
have a “substantial” effect on the utility’s 
earnings, Charles H. Whitmore, president, 
said. 


In brief, the court held that the “fair 
value” of the company’s properties must 
be considered in setting gas rates in Fort 
Dodge and that annual depreciation 
charges should be related to present prop- 
erty values. 

No immediate improvement in earn- 
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ings is, however, anticipated since gas 
rates in Fort Dodge were raised in Febru- 
ary, 1956, as the result of a lower court 
decision, he said. Revenues resulting from 
that boost have been collected but held 
under bond. 

Although rates in other communities 
were not affected directly by the higher 
court’s action, the ruling is expected to es- 


tablish a precedent upon which pro- 
posals for rate increases can be based. 

Net income this year, Mr. Whitmore 
said, will be “very close” to 1956 results 
which equaled $2.41 a common share after 
preferred dividend requirements. How- 
ever, kilowatt-hour sales thus far this year 
have been running about 5 per cent ahead 
of the year-ago period. 


Michigan 


First to Abandon Gas 
Restrictions 


pe aapgedeema on the use of natural gas 
for space-heating customers were 
lifted for a small southeastern Michigan 
company recently. Citizens Gas & Fuel 
Company, of Adrian, became the first to 
abandon restrictions imposed by the state 
during World War II. 

“This is the beginning of the end of 
state controls on the use of gas heat for 


homes,” said Otis M. Smith, state public 
service commission chairman. He said 
that Michigan Consolidated Gas Com- 
pany, which serves 485,000 Detroit and 
Ann Arbor homes, is expected to file its 
request to lift the restrictions before the 
60-day deadline expires on November 6th. 
The Battle Creek Gas Company is ex- 
pected to be next, Smith said. 
Restrictions were imposed in 1944 when 
war plants received top priority for gas. 


New York 


Wins Higher Steam Rates 


ONSOLIDATED Epison Company of 
New York city won permission re- 
cently to increase its rates for steam serv- 
ice by $1,979,400 a year, subject to a pos- 
sible cutback later. 

In granting the boost, effective October 
Ist, the state public service commission 
said the company would have to make re- 
funds if the rates later were found to be 


too high. The commission instructed the 
company to keep an accurate record of 
revenues. 

The commission said it would hold pub- 
lic hearings in New York city on dates to 
be announced later. 

In seeking the boost, Consolidated Edi- 
son maintained it needed more income to 
offset increased costs of providing steam 
service. 


Pennsylvania 


Fare Increase Blocked 
HE state public utility commission re- 
cently suspended for six months a re- 
quest by the Pittsburgh Railways Com- 
pany for fare increases which would give 
the company increased revenues of about 
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$1,078,000 a year. The commission, how- 
ever, ordered hearings in the case to be 
started in Pittsburgh on September 27th 
because of what it called “a threatened 
mass transit strike” scheduled to begin 
October 14th. 
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Trends and Topics 


Payments to Affiliates for Materials and Equipment 


© spewanianen expenses and costs to be included in the rate base of a regulated 
company receive careful scrutiny by commissions when purchases are made 
from affiliated companies. The problem is similar to that discussed in PUBLIC 
Utitities FortNicHT.y, June 21, 1956, page 937, where payments to affil- 
iates for services are considered. The need for proof to support such costs has 
been recognized by many courts and commissions. 


U.S. Supreme Court Decision 


The Supreme Court, in the Illinois Bell Telephone Company case, in 1930, 
referred to a lower court finding as to the average profit of Western Electric 
Company on its total business. The finding, said the Supreme Court, did not go 
far enough. Western Electric not only manufactured apparatus for licensees 
of the Bell system but engaged in other large operations and it could not be 
assumed that net earnings on the entire businesses represented net earnings 
from sales to Bell licensees generally or from those to the Illinois company. Nor 
was the argument on this question answered by a mere comparison of prices. 
There should be findings as to net earnings of Western Electric realized from 
the sale of equipment to licensees of the Bell system and the extent to which, 
if at all, profit figured in the estimates upon which a charge of confiscation was 
predicated in the rate proceeding (PUR1931A 1). 


Wisconsin Commission Views 


In the recent case involving rates of General Telephone Company of Wis- 
consin, 2-U-4700, September 3, 1957 (reviewed post, page 700), the Wisconsin 
commission stated its intention to investigate the reasonableness of such rela- 
tionships but said that the company had been affiliated with the manufacturing 
units for such a short time that only an insignificant portion of the total invest- 
ment in property and plant had been added during the period of affiliation. 

The common stock of General Telephone Company of Wisconsin is owned by 
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General Telephone Corporation. Automatic Electric Sales Company and Leich 
Sales Corporation are owned by manufacturing units which, in turn, are owned 
or controlled by General Telephone Corporation. About 90 per cent of equip- 
ment purchases by the operating company in 1956 were from Automatic and 
Leich. The company contended that it had made no changes in its purchasing 
policies as the result of the merger or acquisition by General of these manu- 
facturing units. 

Prices quoted for equipment were said to be the same as those quoted to 
independent telephone companies outside of the General Telephone System, 
except that the affiliated companies were granted a 3 per cent discount from 
list prices and, in addition, enjoyed a quantity price quotation on single items. 
There was submitted a list of representative telephone materials showing the 
quoted prices of other manufacturers as compared with prices of Leich and 
Automatic. The prices of Leich and Automatic were lower. The Wisconsin 
company further contended that its arrangement was advantageous because 
it was able to standardize on materials, and in turn save on the training of its 
man power. The commission said it did not consider price comparisons as con- 
clusive of the reasonableness of the prices paid for equipment purchased from 
Automatic and Leich. 

The Wisconsin commission, in Bell Telephone cases, with more evidence as 
to costs over a longer period of time and also evidence as to profits, has allowed 
payments to the Western Electric Company because prices were generally lower 
and earnings of the affiliate from Bell business were reasonable for a manu- 
facturing concern (80 PUR NS 482; 93 PUR NS 490). 


Reasons for Allowance or Disallowance 


Prices paid to an affiliated manufacturer have been allowed as a proper cost 
in numerous cases on the ground that purchases of this sort were advantageous 
to a telephone company and ratepayers. Reference has been made to economy 
and standardization of equipment. Prices have been shown to be lower than 
those charged by other manufacturers. 

On the other hand, some commissions have not considered comparative prices 
conclusive, and they have gone into the question of profit to the affiliate. In 
some cases it has been said that the affiliate is entitled to no greater return on 
sales to the telephone company than the latter is entitled to earn. Purchases at 
prices which would produce more than a reasonable profit to the manufacturer 
have been criticized. Failure to obtain competitive prices has also been ad- 
vanced as a reason for refusal to allow such costs. 

Illustrative of the views on this subject are a few decisions reported during 
recent years. The Alabama commission, denying an application by Southern 
Bell Telephone & Telegraph Company for authority to increase rates, re- 
ferred to a decision of the state supreme court (84 PUR NS 221) that the 
amount paid for materials and supplies is the province of management and 
subject to review only when arbitrarily exercised. The commission, however, 
discussed payments to Western Electric and said that proper safeguards had 
not been set up to control expenses, that prices for materials and supplies and 
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for installation work appeared to be excessive or at least to have been accepted 
by Southern Bell without any attempt to obtain competitive prices (4 PUR3d 
195, 222). 

The California commission modified claims for payments made by Pacific 
Telephone & Telegraph Company under the Standard Supply Contract so as 
to provide a return on sales no greater than the return which Pacific would be 
allowed. The commission discussed several earlier cases dealing with the same 
subject and proposals by the staff as to a proper method for dealing with such 
purchases (5 PUR3d 396). 

The Massachusetts commission allowed payments by New England Tele- 
phone & Telegraph Company to Western Electric for equipment where it ap- 
peared that prices of competing suppliers of comparable equipment were from 
112 to 177 per cent of the affiliated supplier’s prices. Moreover, it did not ap- 
pear that an excessive profit was being realized by either the supplier or its 
parent company from these purchases (2 PUR3d 464). 

The Michigan commission has expressed the opinion that a manufacturing 
affiliate should be treated as though it were a public utility and entitled to earn 
no more on the portion of its capital devoted to business with the telephone 
company than the return found reasonable for the latter. The commission con- 
cluded that profits of Western Electric on materials, supplies, and equipment 
used in operations of Michigan Bell Telephone Company should be excluded 
from operating expense to the extent that they exceeded the return found 
reasonable for the telephone company (5 PUR3d 301). 

The New York commission ruled that purchases of equipment by New 
York Telephone Company from Western Electric should be allowed where 
costs were less than costs of similar items available from independent pro- 
ducers, notwithstanding the fact that the independents’ prices were not strictly 
comparable. The supply contract in general was said to be beneficial to the 
subsidiaries in the Bell system (5 PUR3d 33). 

The Montana commission ruled that payments made by Mountain States 
Telephone & Telegraph Company for equipment should be allowed where it 
was not possible to purchase in other markets at lower prices than those offered 
by Western Electric. The Standard Supply Contract was not mandatory and 
the company was free to purchase in other markets if it should find better 
prices. The commission said that failure to buy from Western Electric under 
the circumstances would be evidence of poor management. One example of 
this was the price of a telephone set. Western Electric’s price to the company 
was $13.07 while the lowest price in the general trade was $26.06. Prices on 
other items were said to be comparable as to the differential (1 PUR3d 215). 

The Pennsylvania supreme court, in reversing a commission order authoriz- 
ing increased rates for Commonwealth Telephone Company, criticized the 
commission for failure to require proof establishing the reasonable necessity 
of dealings with affiliates and cost to, and profits of, such affiliates in con- 
nection with property transferred to the affiliate in constructing additions to 
the company’s plant (10 PUR3d 464). Later, the state commission decided a 
rate case involving payments to Western Electric (not the manufacturing 
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attiliate in the Commonwealth case), and it made no adjustment for payments 
by Bell Telephone Company of Pennsylvania when, apart from the convenience 
provided to the telephone company, there was ample proof that the prices were 
not in excess of the reasonable cost of furnishing the equipment, plus a rea- 
sonable profit (16 PUR3d 207). 

The Rhode Island commission, although recognizing the fact that the Bell 
system occupies ‘the analogous position of being at the same time buyer and 
seller,” made no disallowances for prices paid to Western Electric. There was 
testimony to show that prices were substantially lower than those of other 
manufacturers for comparable items. Criticisms were said to be weighty, but 
the commission was confronted with the fact that the reasonableness of pay- 
ments could not be determined within the confines of the hearing (83 PUR NS 


161). 





Review of Current Cases 


Telephone Rate Schedules Designed on Exchange 
Basis to Produce Over-all Fair Return 


HE Wisconsin commission authorized 
the General Telephone Company of 


Wisconsin to increase rates so as to pro- 
duce a return of 6.39 per cent on a rate 
base computed from estimated investment 
in exchange plant only, less depreciation 
reserve, plus an allowance for materials 
and supplies. A return of 6.37 per cent had 
been found to be just and reasonable on a 
rate base computed from estimated invest- 
ment in toll and exchange plant, less de- 
preciation reserve, plus an allowance for 
materials and supplies. 


Zone of Reasonableness 


The commission, consistent with its 
previous decisions involving this company 
and other telephone utilities operating in 
the state, designed rate schedules on an 
exchange basis, grouping exchanges where 
extended service is furnished among the 
exchanges. The rates of return showed a 
considerable variation between exchanges 
or exchange groups. The commission said 
it would be ideal to obtain a rate of return 
for each exchange or exchange group 
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which equaled the average of 6.39 per 
cent for all exchanges. However, for a 
number of reasons this objective was not 
obtainable. 

The commission recognized that the 
rates which would prevail at some ex- 
changes were at a comparatively high level 
but there was no alternative when the over- 
all cost of rendering telephone service was 
considered. As pointed out by the state 
supreme court in Milwaukee & S. Trans- 
port Corp. v. Wisconsin Pub. Service 
Commission (1955) 7 PUR3d 625, both 
the commission and the court were com- 
mitted to the prudent investment theory 
of rate making. In conformity with this 
theory a return on the net investment in 
plant and all actual costs of its operation 
and maintenance, together with deprecia- 
tion thereon and taxes assessed against the 
business, are proper cost items to be cov- 
ered by the rates for telephone service. 

The increase in rates authorized for an 
exchange or group of exchanges would 
provide for a maximum rate of return of 8 
per cent. Rates at nine exchanges had been 
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reduced to this maximum rate of return 
level. 

The commission considered that the 
deviation of the rate of return for an ex- 
change or group of exchanges between the 
average of 6.39 per cent and 8 per cent was 
within the zone of reasonableness within 
which it was permitted to exercise discre- 
tion. It was noted that under system-wide 
rates, proposed by the company, three of 
the exchange or exchange groups would be 
operated at a loss while 26 would produce 
rates of return in excess of 8 per cent up 
toa maximum of 22 per cent. 


Proposed Wage Increase Disallowed 


The commission adjusted the company’s 
figures to eliminate a proposed wage in- 
crease to employees expected to be granted 
sometime during 1957. If a wage adjust- 
ment should materialize, the commission 
had no indication whether it would be 
more or less than the amount included in 
the applicant’s estimate of expenses as of 
December 31, 1957. In view of the lack of 
a definite commitment to make such in- 
creased wage payments, the commission 
thought it should be eliminated as a part 
of anticipated expenses. 

Because of this, other costs dependent 


e 


on the increase in labor costs, such as pay- 
roll taxes, would be decreased. Ap- 
propriate adjustments of state and federal 
income taxes would also be required. 


Payments to A ffiliates 


All of the common stock of General 
Telephone Company of Wisconsin is 
owned by General Telephone Corporation 
and the operating company receives cer- 
tain services from General Telephone 
Service Corporation and purchases ma- 
terials which go into its plant from Auto- 
matic Electric Sales Company and Leich 
Sales Corporation, owned by manufactur- 
ing units which, in turn, are owned or con- 
trolled by General Telephone Corporation. 
Since General Telephone Service Corpora- 
tion is a nonprofit organization owned by 
the operating companies composing the 
General Telephone System, which renders 
service at cost, the commission was of the 
opinion that the payments for services 
might be considered as reasonable for the 
purposes of this proceeding. The commis- 
sion also considered payments for equip- 
ment purchased from affiliates (discussed 
under Trends and Topics, ante page 697). 
Re General Teleph. Co. of Wisconsin, 2- 
U-4700, September 3, 1957. 


Commission May Not Fix Price of Approved Stock Issue 


7 supreme court of errors of Con- 
necticut held that the commission, 
having approved the application of the 
Southern New England Telephone Com- 
pany for authority to issue stock in all re- 
spects except the issuing price, exceeded 
its authority in specifying the price at 
which the stock should be issued. The 
commission had found that the purpose of 
the issue and sale of the additional com- 
mon stock was in the public interest (15 
PUR3d 333). In so doing, however, it 


had disapproved the offering price of $30 
per share and authorized issuance at $32 
per share. 

The issuance of securities by public 
utilities is governed by general statutes re- 
quiring commission approval. The statutes 
also provide that the commission shall not 
require a company to issue common stock 
under terms or conditions not required 
by the general statutes. The commission 
argued that the offering price per share 
does not constitute a term or condition of 
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issue within the meaning of that section. 

The court disagreed, however, holding 
that the subscription price to be paid by 
the stockholders under their pre-emptive 
rights and by others who purchase the 
stock is included in that phrase “terms or 
conditions.” It said that since there is no 
general statute which requires the par 
value stock of any corporation to be is- 
sued at a price in excess of par, the order 
of the commission falls within the express 
prohibition of that section. 

Another statutory provision was cited 


2 


in support of this conclusion. This statute 
concerned pre-emptive rights of stockhold- 
ers of any corporation organized, under 
the general or special laws of the state. It 
grants to each such stockholder the right 
to purchase his pro rata proportion of capi- 
tal stock issued at such price, within such 
time, and on such terms as shall be fixed 
by the board of directors. Public utility 
corporations and their stockholders are 
not excepted. Southern New England 
Teleph. Co. v. Connecticut Pub. Utilities 
Commission, 134 A2d 351. 


Hypothetical Debt Ratio Used in Fixing 
Telephone Rates 


HE Connecticut commission disap- 
proved the Southern New England 
Telephone Company’s proposal to in- 
crease rates by $9,490,000 a year, but it 
authorized the company to file a revised 
rate schedule which would provide $7,- 


490,000 in increased revenues. This would 
represent a return of about 6.01 per cent, 
and would in the commission’s opinion be 
sufficient to enable the company to meet 
its total expenses, fixed charges on debt 
securities, and to pay reasonable dividends 
to its stockholders, as well as to have a 
balance for surplus. 

The company proposed increases rang- 
ing from 10 to 12 per cent in residence 
and flat business exchange rates, some ex- 
change reclassifications, increases in indi- 
vidual line message business service and 
semipublic service, an increase of 25 cents 
per month for residence and business ex- 
tension stations, and various other in- 
creases. 


Debt Ratio 


The commission observed that it must 
consider whether such rates would pro- 
vide a fair return on the company’s prop- 
erty as well as sufficient revenues to meet 
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the cost of operation, to service debt and 
equity securities, and have remaining a 
reasonable balance for surplus. It believed 
that the capital structure of the company 
was the determining factor in considering 
its needs with respect to the servicing of 
outstanding securities. Since World War 
II, federal corporate tax rates have risen 
to a point where it is necessary for the 
company to obtain more than $2 in reve- 
nue from subscribers for each dollar avail- 
able in net earnings after payment of tax 
deductible expenses. 

Like other operating companies of the 
Bell system, the Southern New England 
Telephone Company has consistently at- 
tempted to maintain a low debt ratio. The 
federal corporation tax structure makes 
such a low ratio an expensive luxury which 
must be borne by ratepayers. This is so 
because interest on debt securities is tax 
deductible whereas dividends on stock are 
not so deductible. Consequently, a lower 
debt ratio requires higher revenues for 
servicing the company’s stock. 

The commission concluded that the 
ratepayers should not be penalized by the 
company’s decision to maintain an unduly 
low debt ratio. It believed that for rate- 
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making purposes a ratio of debt securities 
to total capitalization of not less than 40 
per cent should be assumed. It predicated 
its analysis of the company’s revenue re- 
quirements upon this debt ratio. 

In support of this action, the commis- 
sion cited a decision of the Louisiana 
supreme court (18 PUR3d 329) in which 
a debt ratio of 45 per cent was applied, 
while the Southern Bell Telephone & Tele- 
graph Company’s actual ratio was 22.3 
per cent. It also cited decisions of the 
Massachusetts supreme judicial court (6 
PUR3d 65) and of the New Hampshire 
supreme court (99 PUR NS 111). 


Separation between Inter- and Intrastate 
Plant 


The company divided its operations be- 
tween interstate and intrastate business, 
and sought a return only on the intrastate 
portion. The separations study of the com- 
pany’s plant investment, revenues, and 
expenses between intrastate and interstate 
business was based on the Separations 
Manual promulgated by the NARUC and 
the Federal Communications Commission 
with the various modifications which have 
been adopted. The separations were based 
on actual usage. The commission found 
that the method used by the company in 
determining results of operations in Con- 
necticut was reasonable, although it ob- 
served that it has not formally accepted 
the NARUC Separations Manual. 


Working Capital Allowance 


Unlike most utilities in Connecticut, the 
company bills its patrons in advance. For 
those companies that bill in arrears, the 
commission has generally approved a 45- 
day working capital allowance. The com- 
pany claimed that although it bills in ad- 
vance, because of the administrative lag 
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in the processing of bills, and due to the 
average time that elapses before bills are 
actually collected, it does not receive pay- 
ment until two days after the end of the 
service month. 

The commission pointed out, however, 
that a similar delay results in the collec- 
tion of bills by utilities that bill in arrears. 
It disallowed the company’s claim for 
working capital in view of its conclusion 
that the company received ample working 
capital from its practice of billing in ad- 
vance. 


Inflation Factor 


The company has been before the com- 
mission three times since the end of World 
War II seeking higher rates. It claimed 
that it did not, in fact, receive the return 
which the commission had found reason- 
able in these prior rate proceedings be- 
cause of the continuous rise in the cost of 
operations brought about by the postwar 
inflation. The commission was requested 
to consider this factor and to grant the 
company a return which would take into 
account the company’s prognosis that its 
rate of return would decline in subsequent 
years. 

In other words, the company sought 
rates sufficiently high to provide it with 
a “built-in cushion against inflationary in- 
fluences” to reduce the probability of its 
need to seek further rate relief within the 
foreseeable future. 

The commission rejected this request on 
the ground that it would require unduly 
higher rates from current telephone sub- 
scribers who have no such “built-in 
cushion” against inflation. It said that sub- 
sequent economic conditions are beyond 
the scope of its knowledge. Re Southern 
New England Teleph. Co. Docket No. 
9480, September 13, 1957. 
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“Race Inn” Wins Injunction to Compel 
Restoration of Telephone 


mN Ohio court of equity granted a tem- 
porary mandatory injunction to com- 
pel a telephone company to restore tele- 
phone service to “Race Inn,” from which 
telephones hac been removed by the local 
police for alleged bookmaking activities. 
This discontinuance of service was accom- 
plished without a hearing. Such practices 
are violative of our basic liberties and lead 
to deprivation of the rights of the inno- 
cent, the court declared. There is a pre- 
sumption of innocence which abides with 
every citizen. 

The telephone company argued that the 
subscribers had an adequate remedy at 
law under Ohio statutes which afford re- 
lief from unreasonable -or unjustly dis- 
criminatory services by a public utility. 
The court indicated that it did not attempt 
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to pass upon the commission’s power to 
order the discontinuance of service in 
gambling operations after there has been 
a hearing in which the accused has had an 
opportunity to defend himself. It ob- 
served, however, that the statutory pro- 
cedure would consume time during which 
the subscribers would be deprived of an 
essential piece of equipment in the opera- 
tion of their place of business. There was 
thus no adequate remedy at law. 

The court held that the subscribers had 
been deprived of their property rights 
without due process of law. The company 
was directed to restore service, while the 
subscribers were ordered to initiate action 
to have the case heard on its merits by the 
commission. Laffer et al. v. Cincinnati & 
Suburban Bell Teleph. Co. 144 NE2d 158. 


Bookie Fails in Bid to Get Telephone Restored 


HE New Jersey commission refused 

to require New Jersey Bell Tele- 
phone Company to restore service to a 
former subscriber. His residence tele- 
phone had been disconnected at the re- 
quest of the county prosecutor because of 
the subscriber’s bookmaking activities. 
Subsequently the company disconnected a 
public telephone at his place of business, 
a gasoline station, upon his failure to 
persuade the prosecutor to issue a letter 
of “no objection” to the transfer of the 
public telephone to the subscriber’s name. 
The company’s tariff authorizes the 
termination of service upon objection by 
a governmental authority. The reason- 
ableness of this provision has been previ- 
ously upheld by the commission. In this 
case the company construed the prosecu- 
tor’s refusal to issue the “no objection” 
letter as an objection to restoration of 
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service. While the prosecutor indicated 
that he would not interfere with the com- 
pany if it should restore service against 
his wishes, he made it clear that the com- 
pany would be assuming the risk of indict- 
ment for aiding and abetting if the sub- 
scriber were to use the telephone for 
bookmaking. 

It was noted, as held in previous opin- 
ions of the commission, that if a law en- 
forcement official requests the discon- 
tinuance of telephone service to a party 
at one location, the necessary implication 
of such a request is that no telephone 
service should be given such party at any 
other location until he produces a letter of 
“no objection” from the law enforcement 
official. The subscriber’s complaint was 
dismissed. Perillo v. New Jersey Bell 
Teleph. Co. Docket No. 9912, August 29, 
1957. 
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In two other decisions handed down at 
about the same time, the commission 
similarly declined to order restoration of 
telephone service where bookmaking was 


involved. Angier v. New Jersey Teleph. 
Co. Docket No. 9975, August 28, 1957; 
Magala v. New Jersey Bell Teleph. Co. 
Docket No. 10022, August 28, 1957. 


Substituted Service Conditioned upon Employee 
Severance Protection 


HE California commission, in author- 

izing a transit company to discon- 
tinue rail passenger service between cer- 
tain points and granting a transferee a 
certificate to operate substituted motor 
coach service between those points, con- 
ditioned the approval upon the companies 
providing employee severance protection. 
It had been found that the abandonment 
of rail passenger service sought was the 
logical, contemplated, and proximate re- 
sult of a previous transfer of that service 
between the two parties. 

A previous order had made both par- 
ties jointly responsible for service con- 
tinuance and had required them to ne- 
gotiate a contract for reasonable sever- 
ance protection of employees affected. 
The parties had consummated such a con- 
tract and had obtained commission ap- 
proval. 

Dissenting Opinion 

In a strong dissenting opinion, Com- 
missioner Hardy, although concurring in 
that part of the order which authorized 
the substitution of motor coach service 
for rail service, felt that the majority 
went beyond its jurisdiction in establish- 
ing, as a condition for such authority, the 
same employee severance protection ap- 
proved in a previous case. The commis- 
sioner felt it was, in effect, the enforce- 
ment of a private contract and beyond 
commission jurisdiction. Further, the 
commission does not have power to for- 
mulate labor-management employment 
policies, he said. 


The commissioner saw but little differ- 
ence between the commission fixing termi- 
nal benefits for utility employees and the 
fixing of wages where negotiations be- 
tween management and labor break down, 
and a strike is threatened or exists. Cer- 
tainly, he said, if the commission has such 
power, there will be frequent, if not con- 
stant, attempts by management, by labor, 
by municipal authorities, by chambers of 
commerce and other organizations, and by 
the general public, seeking the interposi- 
tion of this commission to settle a strike 
by the fixing of wages paid the employees 
of a utility. 

The majority’s action appeared, to the 
dissenting commissioner, as an unjustifia- 
ble extension of authority, in the absence 
of a statutory mandate or judicial ad- 
monition. Organized workers, he said, 
have been provided by the laws of the 
state and nation with ample means of pro- 
tecting their interests in their employ- 
ment. It is important that the commission 
give proper consideration to the interests 
of the ratepayers, who have no other pub- 
lic authority to which they may look for 
their protection. Federal and state laws 
have established a clear policy of foster- 
ing the solution of labor-management 
disputes by collective bargaining in the 
avoidance of industrial strife. 

In addition to the legal and philosophi- 
cal elements involved, there were very 
definite and practical problems involved, 
should the commission enter into the field 
of labor-management relations as to the 
utilities regulated and controlled by it. 
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The commission was not staffed with ex- 
perts in such highly specialized field. 


Concurring Opinion 


In a concurring opinion, Commissioner 
Untereiner felt that the commission 
should resolve the labor-management 
situation in the instant case, because it 
was created by the service substitution or- 
der of the commission. It was equitable 
to do so, and the terms of the severance 
protection contract had been previously 
agreed upon by all parties concerned. 


e 


However, the commissioner felt that 
the commission should refrain from in- 
jecting itself into the field of labor dis- 
putes in general. There is an absence of a 
clear legal mandate for such commission 
action; collective bargaining is the estab- 
lished and accepted method of resolving 
such disputes; and the commission’s pri- 
mary duty is to safeguard the interests of 
all people as customers of public utilities. 
Re Metropolitan Coach Lines, Decision 
No. 54531, Application No. 37570, Feb- 
ruary 11, 1957. 


Section 5 of Interstate Commerce Act Construed 


HE United States district court dis- 

missed an action to set aside an In- 
terstate Commerce Commission’s dismiss- 
al of a complaint seeking to prevent the 
rerouting of a portion of through passen- 
gei train service and to compel the com- 
mission to consider and rule on the merits 
of the controversy. The court held that 
the arrangement for operation of through 
passenger train service by means of inter- 
change of equipment did not require the 
approval of the commission. 

Various clauses of § 5 of the Interstate 
Commerce Act make it lawful for two or 
more carriers to consolidate or merge 
their properties or franchises with ap- 
proval and authorization of the commis- 
sion. All paragraphs in the section, held 
the court, should be construed together, 
and no clause should be taken out of con- 
text. 

The general purpose of § 5, pointed out 
the court, is to permit the lawful accom- 
plishment of transactions otherwise made 
unlawful by law. The section is not ap- 
plicable to interchanges of carrier equip- 
ment which do not effect control of two 
or more carriers in a common interest. 
One of the railroads involved could dis- 
continue and another railroad could com- 
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mence the operation of through passen- 
ger train service over its tracks by means 
of interchange of equipment under ar- 
rangements with connecting railroads, 
without securing commission approval. 

The test of whether a transaction re- 
quires commission approval under § 5, 
said the court, is whether the transaction 
involves a consolidation or acquisition of 
control or management over two or more 
railroads in a common interest, and not 
whether it has an adverse effect on rail- 
road employees. 


Civil Aeronautics Act as Guide 


The court thought one more matter de- 
served comment. The commission had 
consistently held that the through transit 
arrangements involved in a case such as 
this did not require commission approval 
under § 5. This administrative interpreta- 
tion, said the court, is entitled to great 
weight. However, the plaintiff contended 
that even though the commission’s inter- 
pretation of § 5 had been consistent over a 
period of years, the court should require 
the commission to adopt an interpretation 
of the Civil Aeronautics Board. The 
board had held, under comparable lan- 
guage of the Civil Aeronautics Act, that 
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it had jurisdiction over the leasing and 
operation by one airline of the aircraft of 
another line. 

With equal logic, commented the court, 
it might be argued that the Civil Aeronau- 
tics Board should have followed the inter- 
pretation of the commission. The real 
answer is that the two acts are different. 
Congress clearly considered the regulation 
of air transportation to present quite dif- 


e 


ferent problems from those involved in 
rail transportation. It might have seemed 
to Congress that the ready interchange of 
rail equipment presented no such safety 
and operational factors as are so obvious 
in transportation by air. The commission’s 
views of its problems did not depend upon 
what the board did in the administration 
of its act. Railway Labor Executives’ 
Asso. v. United States, 151 F Supp 108. 


Commission Refuses to Normalize Taxes Resulting from 
Accelerated Depreciation 


fies Missouri commission, in author- 
izing a water company to increase 
rates which would produce a 6.15 per 
cent return on a depreciated original cost 
rate base, concluded that it was not au- 
thorized to allow as an operating expense 
more than the actual income tax liability 
which had been paid by the company. The 
company had exercised its option to use 
the declining balance method of deprecia- 
tion. 

Previously, the company had applied to 
the commission requesting an order au- 
thorizing accounting entries and specify- 
ing accounting procedures with respect to 
accelerated depreciation pursuant to § 167 
of the Internal Revenue Code of 1954. 
The commission had granted such au- 
thority but had ordered that the account- 
ing procedures provided for in that case 
should not be controlling for rate-making 
purposes. 

The reason for the prior order, as 
stated by the commission, was that it 
was then uncertain what the effect would 
be on present and future rates if normal- 
ization of taxes were permitted to enter 
into the matter of rate making. 

The commission concluded, in the in- 
stant case, that the income taxes resulting 
from accelerated depreciation, for rate- 


making purposes, should not be normal- 
ized by allowing as an operating expense 
an amount in excess of the amount actu- 
ally recorded as a tax liability. Because 
the company had included the normalized 
tax, the amount was reduced accordingly. 


Normalization of Revenues, Expenses, 
And Depreciation 


The use of a rate base reflecting prop- 
erty at a specific time requires the state- 
ment of revenues and expenses on a going 
level as of that same time, pointed out the 
commission. This can be accomplished by 
normalizing revenues and expenses to re- 
flect what they would be if all customers 
being served at the end of the period had 
been served throughout the test period. 

Such normalizing of revenues and ex- 
penses, however, did not require or war- 
rant increasing the reserve for deprecia- 
tion, as the company had contended. If an 
additional amount was added to reflect 
what would have been in the reserve if 
the depreciable plant as it existed at the 
end of the period had been in service for 
the entire test period, the picture of a 
year’s operations, based on property and 
on the number of customers who were 
actually being served at the end of the pe- 
riod, would be distorted. 
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Miscellaneous Considerations 


Customers’ advances and contributions 
in aid of construction were excluded from 
the rate base. Likewise refused was an 
allowance for cash working capital, since 
tax accruals available more than offset 
the amounts required by the company. 


©) 
@ 


The commission authorized the amortiza- 
tion of rate case expense over a 3-year 
period. Dues and donations were excluded 
from operating expense for the purpose of 
the rate proceeding. Re Joplin Water 
Works Co. Case No. 13,592, September 
4, 1957. 


No Injunction to Enforce Agreement Which Would 
Prevent Transmission Line Construction 


7. Pennsylvania supreme court af- 
firmed a lower court decision that 
property owners should not be granted an 
injunction to prevent other property own- 
ers from selling land to an electric com- 
pany for the construction of a transmis- 
sion line. The owners had previously 
entered into an agreement not to sell their 
land for this purpose. The company had 
acquired some land by exercise of the 
power of eminent domain, but the de- 
fendants in this action had agreed to sell 
their property because the company could 
not condemn it in view of a statutory pro- 
hibition against condemnation of property 
for a line which would pass within 300 
feet of a dwelling thereon. 

Construction of the proposed transmis- 
sion line had been approved by the com- 
mission and its action had been upheld by 
the courts (12 PUR3d 477; 15 PUR3d 
28; 17 PUR3d 370). The plaintiffs in this 
action had contested the right of the com- 
pany to acquire their land but their ob- 
jections had been overruled in Charch v. 
Pennsylvania Pub. Utility Commission 


(1957) 19 PUR3d 270. 


Public Necessity Overrides Agreement 


It had been made abundantly clear, said 
the court, that the transmission line was 
necessary for the service of the public. It 
was equally clear that since the company 
could not condemn the defendants’ prop- 
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erty because the proposed line would pass 
within 300 feet of a dwelling thereon, this 
over-all important project necessary for 
the public service, located throughout 
with the approval of the commission, must 
fail unless the company acquired this land 
by purchase. The court disagreed with a 
contention that equity might not sanction 
the breach by the individual defendants 
of their agreement with the plaintiffs. It 
was said to be well settled that a court will 
not enjoin the breach of an agreement 
where performance would be contrary to 
the public welfare. 

The plaintiffs, appealing from the lower 
court, cited decisions in support of their 
case and quoted excerpts from judicial 
opinions. The court said that in the first 
place the language employed in each of 
the opinions must be related to the issue 
decided ; when it goes beyond that it must 
be considered dictum. Moreover, even as 
dictum it did not, under the circumstances 
presented, support the contention of the 
appellants. The cases cited involved manu- 
facturing plants and the public interest in 
the operation of the industry was not 
sufficient to overcome the complainant’s 
right to enjoy the occupancy of his prop- 
erty free from the deleterious effects of 
the factory. The extent of the public in- 
terest and benefit was said to be the test. 

In the instant case more than substan- 
tial benefit to the public was involved. The 
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court was concerned with the supply of had found, necessary for the public wel- 
light, heat, and power which are not fare. Stellwagon et al. v. Pyle et al. 133 
merely beneficial but, as the commission Add 819. 


& 


Stay Funds of Natural Gas Company to Be Refunded 
To Present Ultimate Consumers Only 


HE court of appeals has ordered dis- the Natural Gas Act. That part of the re- 
tribution of excessive collections by fund moneys that was due consumers who 
Northern Natural Gas Company under a were no longer customers of the distrib- 
stay order issued in the latter part of 1955 utors was ordered to be paid to the clerk 
(11 PUR3d 203). The stay was terminat- of the court, to be used, in the court’s 
ed at the end of 1956 following the court’s discretion, to help pay distribution costs 
affirmance of a Federal Power Commis- or for such other purposes as would serve 
sion order reducing rates to distributors the aims of the statute. 
(14 PUR3d 193). The total amount col- Some of the distributing companies 
lected under the stay order came to $1,- urged that they were entitled to the stay 
561,887.13 with interest at 6 per cent. fund, to retain for their own uses, on the 
The company’s distributors did not pass grounds that their authorized rates were 
on to their consumers the reduction or- too low and that local regulatory authori- 
dered in the charges by their supplier. ties were agreeable to such a refund. The 
The court therefore ordered a direct re- court indicated that the question whether 
fund by Northern Natural to the ultimate the distributors’ rates were inadequate 
consumers, was of no concern to it either generally 
Recognizing “administrative practical- or in the present proceeding. Their rates 
ity and necessary judicial-distribution were a matter for administrative consid- 
reality,” the court limited the refund to eration. It was for the protection of the 
those ultimate consumers who were still ultimate consumers that the stay order 
customers of the distributors of Northern was issued. The distributors’ request 
Natural and who were therefore still sub- therefore was denied. Northern Natural 
ject to billing. This distribution, it was Gas Co. v. Federal Power Commission, 
held, would sufficiently satisfy the aim of 245 F2d 447. 


3 


State Commission Again Denied Intervention in 
FPC Natural Gas Proceeding 


bias New York commission was not The petitioner did not make a sufficient 
an “interested state commission” in a showing that its intervention would be in 
certificate proceeding involving sales of the public interest. It urged, however, that 
natural gas on the Gulf coast, the Federal it should be permitted to intervene as of 
Power Commission ruled in turning down right as an “interested state commission,” 
a petition by the state body for rehearing noting that the federal commission had 
of a denial of intervention. The petitioner not expressly found in the earlier pro- 
claimed that the sales would seriously af- ceeding that it was not an “interested 
fect the future price of gas in New York. state commission,” in the language of the 
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act. The commission thought a negative 
finding had been obviously implied but, 
to remove any doubt, made an express 
finding on the question. 

Under § 15(a) of the Natural Gas 
Act, all interventions are discretionary, 
subject to the requirement that interven- 
tion be in the public interest, the commis- 
sion observed. The ultimate ground for 
any intervention under the act, be it as of 
right, permissive, or otherwise, is that it 


= 


be in the public interest. The subdivision 
of this requirement on the basis of a pe- 
titioner’s position and interest, among 
other things, does not preclude the con- 
clusion that one who cannot qualify for 
permissive or discretionary intervention 
on the ground of public interest cannot 
qualify for intervention as of right on 
the same ground. Re Southern Nat. Gas 
Co. et al. Docket Nos. G-11234, G-12142 
et al. August 16, 1957. 


“Reopening” of Consolidated Proceeding Denied 


HE Federal Power Commission re- 
fused to reopen a natural gas certifi- 
cate proceeding which had already been 
reopened and consolidated with other pro- 
ceedings. The hearings in the consolidated 
proceedings had not been concluded. The 
two companies seeking the reopening and 
requesting allocations of gas from the 
certificate holder were parties to the con- 
solidated proceedings. 
It is wholly improper and unnecessary 
to “reopen” a proceeding which has al- 
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ready been reopened, the commission 
stated. This is particularly true, it was ob- 
served, where the case has been consoli- 
dated with other proceedings and the final 
decision must depend on evidence to be 
presented in the consolidated proceedings. 
The applicants’ rights were fully pro- 
tected inasmuch as their requests for gas 
allocations would be considered in the final 
decision. Re Michigan Wisconsin Pipe 
Line Co. Docket No. G-2327, August 20, 
1957. 


Dissenting Commissioner Strongly Attacks ICC Dictation 
In Fixing Intrastate Railroad Rates 


on Colorado commission granted a 5 
per cent emergency intrastate freight 
rate increase to conform with a similar 
increase granted by the Interstate Com- 
merce Commission to offset increased la- 
bor and materials costs. Commissioner 
Nigro, in a strong dissenting opinion, 
took exception. As a matter of intrastate 
commerce only, he thought the need for 
the increase was not supported by proof. 
As a matter of supporting interstate com- 
merce, he called it highly discriminatory 
and unjust to the applicants themselves. 
The alleged justification for not pre- 


OCTOBER 24, 1957 


senting evidence relating to intrastate 
capital investment, operating revenues, 
operating expenses, etc., said the commis- 
sioner, is that railroads must be treated as 
system-wide units, and that the interstate 
traffic and revenues are “inextricably 
commingled” with the intrastate traffic 
revenues and expenses. 

The commissioner felt that the princi- 
pal reason for the majority decision was 
not a different belief as to the railroads’ 
failure of proof, but rather because they 
operated “under the compulsion of the 
Damoclean sword which eternally hangs 
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suspended over every state commission 
through the instrument of notorious § 13 
of the Interstate Commerce Act.” 


“Jurisdiction by Courtesy” 


Section 13, in effect, provides that state 
commissions may not impose an undue 
burden upon interstate commerce by pro- 
viding a lower intrastate rate than the 
interstate rate, with resulting discrimina- 
tion against interstate commerce. Intra- 
state traffic, being “inextricably interwo- 
ven” with interstate traffic, should bear 
its fair share of the total cost. If any state 
commission should impose a rate on intra- 
state traffic lower than the rate allowed 
by the ICC, pointed out the commissioner, 
upon proper complaint the ICC could pro- 
ceed to deprive the state commission of its 
jurisdiction over such rates. 

The Colorado commission, he said, was 


€ 


faced with the dilemma of granting a rate 
increase which, by the evidence, had not 
been justified. The commissioner did not 
say that the railroads could not make a 
prima facie case, simply that they did not. 
To him, it seemed to be a posture that 
carried the connotation of “jurisdiction 
by courtesy.” 

The state commission, in so far as it 
regulates rates on intrastate traffic or in- 
terstate railroads, does so with the per- 
mission of the Interstate Commerce Com- 
mission, and only if the increases are 
granted substantially to the same extent 
as those granted by the Interstate Com- 
merce Commission. The commission thus 
became ‘‘a rubber stamp for the Interstate 
Commerce Commission with the persua- 
sive force of a § 13 gun held” at the mem- 
bers’ heads. Re Freight Rates and Charges, 
A pplication No. 14969, Ex Parte No. 206, 
Decision No. 48393, July 18, 1957. 


Return on Future Construction Disallowed 


F gare water company, citing the for- 
mer frugality of its management as 
indicative of an urgent present need to 
improve and expand its system, requested 
the Connecticut commission to authorize 
an 83 per cent rate increase. The commis- 
sion refused, commenting that the statu- 
tory authority under which it exercised 
jurisdiction did not permit it to provide 
a return on property which the owner con- 
templated would be dedicated to the pub- 
lic service at some time in the future. Any 
return on property not presently dedicated 


to public service would be denied, said 
the commission. 

The company’s requested working cap- 
ital allowance, based upon a 200-day re- 
quirement, was cut down to forty-five 
days. Customer contributions in aid of 
construction were excluded from the rate 
base. 

The result was a rate increase which, 
instead of an 11 per cent return, as re- 
quested, would yield a return of 6.18 per 
cent. Re Ridgefield Water Supply Co. 
Docket No. 9502, September 4, 1957. 





Other Recent Rulings 


Seven Per Cent Telephone Return. The 
rates of a telephone company, while re- 


711 


duced by the California commission be- 
cause excessive, were allowed to remain 
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at a point sufficient to afford a rate of re- 
turn of about 7 per cent upon a showing 
that the company planned to install addi- 
tional equipment and improve service, 
and estimates of future operations were 
somewhat uncertain. Re San Joaquin 
Teleph. Co. Decision No. 55408, Case No. 
5766, August 13, 1957. 


Review of Interstate Commerce Com- 
mission Orders. The United States dis- 
trict court held that it may not set aside 
an order of the ICC authorizing a carrier 
to purchase the operating rights of anoth- 
er motor carrier, even though the review- 
ing court disagrees with the conclusions 
or considers them contrary to the weight 
of evidence, where the order is within 
the scope of the commission’s authority 
and is based on adequate findings and sub- 
stantial evidence. Anderson Motor Serv- 
ice, Inc. v. United States, 151 F Supp 577. 


Certificate to Remove Culm. A Penn- 
sylvania court held that the removal of 
culm from a coal company by a privately 
owned and operated dump truck is the re- 
moval of commercially valuable material 
which is not excluded by statute, and 
therefore requires a certificate of conven- 
ience and necessity. Pennsylvania v. Ko- 
zak, 133 A2d 584. 


Taxi Fare Increase. The District of 
Columbia commission has authorized taxi 
fare increases sufficient to afford a 21 per 
cent increase in gross revenues, upon a 
showing that drivers earned only about 80 
cents per hour (based on a 40-hour week) 
after allowance for taxicab operating 
costs, including 6 per cent on the value of 
equipment. Re Rates and Zones for Taxt- 
cabs, Order No. 4385, PUC No. 
2942/296, Formal Case No. 455, July 31, 
av97. 


Reparation for Freight Charges. The 
North Carolina commission granted repa- 
ration to a shipper who paid excessive 
railroad charges, termed unreasonable 
and discriminatory by the commission, 
based on erroneous mileage tables filed in 
connection with railroad tariffs. Coble 
(H. L.) Construction Co. v. Atlantic and 
Western R. Co. et al. Docket No. R-68, 
August 16, 1957. 


Municipal Plant Return. The Wiscon- 
sin commission authorized an interim in- 
crease of 20 per cent in rates of a munic- 
ipal water utility, which would yield a 
return of 5.5 per cent on the rate base, the 
interim rates to be replaced by final rates 
upon substantial completion of plant ad- 
ditions. Re City of Sheboygan, 2-U-4817, 
August 23, 1957. 


Bulk Cement Transportation. The 
Colorado commission authorized a motor 
carrier to transport only bulk cement 
where the existing intrastate service was 
inadequate to meet increased demands 
and where the sack cement hauling serv- 
ice of local carriers was not proved in- 
adequate or unsatisfactory. Re South- 
western Transp. Co. Application No. 
15229, Decision No. 48572, August 26, 
1957. 


Transfer to Municipality. The North 
Carolina commission authorized an elec- 
tric company to transfer certain property, 
facilities, and equipment to a municipality 
where the area involved had been taken 
into the corporate limits of the city and 
the company did not have, nor was it 
likely to receive, a franchise to serve the 
incorporated customers since the munici- 
pality had its own electrical system. Re 
Domestic Electric Service, Inc. Docket 
No. E-30, Sub 1, September 6, 1957. 
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In opening position, PM-40 
Switch blade rotates on axis to 
relieve contact pressure. 


PM-40 Double-Side-Break Switch features easy-rotating 
blade, high pressure silver-to-copper contacts, factory- In closing position, PM-40 Switch 


sealed insulator bearing, and heavy duty construction. 
Voltage ratings, 115 to 330 KV; 600 to 1600 amperes. 


blade moves from 45° to 90° 
angle to lock easily and securely. 


re’s easy, positive operation with 
altc-Star’s PM-40 Side-Break Switches 


of operating Delta-Star’s PM-40 Double- 
‘k starts with its engineered simplicity. The 
lade operates by over-toggle mechanism on 
otating insulator. Balanced spring arrange- 
ices operating effort when switch is opened 


‘ nplified blade-actuating mechanism exerts 
»wer to easily break ice or corrosive forma- 
iring ease of operation at all times. 


-ontacts are straight-line current path de- 


sign with no offset to produce stress during fault 
currents. Tubular switch blade is one-piece, hard- 
drawn copper, with silver inlay contact points. The 
blade rotates on a factory-sealed, ball-bearing base. 
Where you prefer or require side-break switches 
in voltage ratings of 115 to 330 KV, the Delta-Star 
PM-40 definitely deserves first choice consideration. 
Call Delta-Star Electric Division, 
H. K. Porter Company, Inc., Chicago 12, Illinois. 
District offices in all principal cities. 


K. PORTER COMPANY, INC. 


DELTA-STAR ELECTRIC DIVISION 


* H. K. Porter Company, Inc.: Cleveland, Connors Steel, Delta-Star Electric, Henry Disston, Leschen Wire Rope, 
ber, Refractories, Riverside-Alloy Metal, Vulcan Crucible Steel, W-S Fittings, H. K. Porter Company (Canada) Ltd. 
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80W SIDECRANE- 
BACKFILLER-TAMPER 








LAYS PIPE + 30,000 Ft. Lb. Capacity » Power Boom, Up and 
Down « 4 Line Speeds « Long Reach, 21 Ft. « Sets Hydrants, Valves 
e Unloads, Strings » Pulls Sheathing, etc. - BACKFILLS FAST— 
FROM EITHER SIDE OF TRENCH. ..20 passes Per Minute + 41% Ft. 
Scraper Board « Backfills Clean « Stays off Completed Work « Works 
Safer, Parallels Work « Fits All Job Conditions » TAMPS AS IT 
FILLS + Meets Density Specifications « Tamps from the Bottom 
Up « Parallels Work, No Straddling » Tamps Wider, Tamps Safer « 


ONE MACHINE...ONE OPERATOR...DOES IT ALL 





TRENCHER$ 








e A complete line of wheel-type tre hers 
built to dig more trench in mors laces 
at less cost. 





e Wide range of digging widths-  malle 
Clevelands dig as narrow as 8 inch: . large 
models dig as wide as 52 inches. 


e Wide range of digging depths—smal!. model 
down to 5% feet, larger models downtc fee 


e Over 30 usable digging speeds .: even... 9 


Cleveland. 


e Famous Cleveland multi-speed trari-missio 
provides most effective combinations of whee 
and crawler speeds—the right combination 0 
power and speed for every trenching job. 


e Full-sized engines in every model ... accu 
rate, fast, positive grade control...more bucke 
capacity... recognized superior quality through 
out... built by The Pioneers of the Moder 
Trencher, originators of every importan 
trencher design feature. 


THE CLEVELAND TRENCHER COM: 





Everywhere 20100 St. Clair Avenue : Cleveland 1. , Oh 
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Outlook 
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w the final testing and ap- 
ginal plans and programs. 
he operating level market 
st furnish the basis for 
ntensive planning of rate 
0 insure that the great 
ew and improved services 
‘ selfsupporting but fur- 
ter their fair contribution 
‘try’s overall revenue re- 
This in turn touches on 
pproval at state commis- 


.g and promotion to ac- 
ublic with the availability 
ce, forms and methods is 
step at this stage to keep 
: moving. Final checkup 
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and maintenance analysis with exact- 
ing reports on business experience 
through actual operations will then 
be needed to complete the cycle before 
the new business benefit can be fairly 
evaluated. 

Among new services now available 
or in prospect for early promotion are 
mobile telephone service, microwave 
point-to-point communication, and a 
variety of business office facilities or 
telephone adjuncts such as recording 
and answering devices and special 
services such as hard-of-hearing tele- 
phones and signaling facilities. In 
short, the year ahead promises to be 
another year of intensive promotion 
of new business opportunities on an 
ever widening industrial horizon. 

As far as actual construction plans 
for the future are concerned, there 
are included in the following pages 
selected excerpts from summarized 
programs of a number of independent 
telephone companies as well as com- 
ments concerning Bell system activi- 
ties. 


American Telephone and Tele- 
graph Company (New York, N. 
Y.). The construction budget for Bell 
System Companies is built up step by 
step on the basis of most careful 
analysis and estimates, and it is under 
constant review. For that reason it is 
not possible to quote a firm figure for 
the construction program in 1958. 
However, the System’s plans for new 
construction next year call for ex- 
penditures in about the range of the 
last two years. New construction in 
1956 amounted to about 2} billion, and 
for 1957 approximately 23 billion. 


Big Timber Home Telephone 
Company (Big Timber, Mont.). 
This company, widely known as one 
of the “best little companies” in the 
independent telephone business, has 
announced its plant program for the 
coming year to include three carrier 


toll trunks (Big Timber to Melville), 
to cost about $9,000. It will also 
change to “two-five” numbering on 
subscriber stations on May 30th. This 
changeover will cost about $2,000. No 
additional subscribers are expected to 
be served during the coming year. 


California-Pacific Utilities Com- 
pany (San Francisco, Cal.). This 
company’s telephone construction pro- 
gram for 1958 includes substantial 
outside plant improvement to the va- 
rious exchanges operated in Needles, 
Colusa, and Westwood, California ; 
Myrtle Creek, Canyonville, and Rid- 
dle, Oregon; and in Elko, Nevada. 
The Myrtle Creek exchange conver- 
sion from manual to dial operations 
will be completed in the early part of 
1958, and the Canyonville dial system 
will be replaced with one having a 
larger capacity to provide for the in- 
creased demands of this fast growing 
area. In Colusa customer toll dialing 
will be instituted. In parts of the Elko 
area, heavy loaded suburban lines will 
be relieved by the installation of ad- 
ditional exchanges. The estimated cost 
of the telephone construction for all 
exchanges is $450,000. 


Capital City Telephone Co. (Jef- 
ferson City, Mo.). This independent 
telephone company, serving the capital 
city of the state of Missouri, has an- 
nounced construction plans for 1958 
to include the following: 

Additions to central office equip- 
ment consisting of 600 line equipments 
and 700 connector terminals at an es- 


timated cost of $88,000. 
(Continued on page 39) 
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The City Public Service Board 
of San Antonio needed a new 
double circuit 138 KV line from 
a power plant to a sub station. 
But the sub station was centered 
in a highly developed area. 


Right of way was impossible for 


double circuit towers. 
The solution — 


Use a double circuit in the out- 
lying area...Then a two-foot 
square single circuit along each 
side of the street to the sub 


station. 


Anchor designed — and full scale 
tested — such a single circuit... 
and the 138 KV line got through! 


At Anchor, service and quality is 


the slide rule of every operation. 
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ension of underground conduit 
mn for approximately 6,100 feet 
estimaicd cost of $30,000. 
ditional cable to be installed in- 
g cables in underground and 
system estimated at $75,000. 
Fcellaneous construction of rural 
bctimated at $20,000. 

olina Telephone and Tele- 
b Compeny (Tarboro, N. C.). 
ompany has announced that one 
largest construction and expan- 
programs in its 57 year history 
; underway and on schedule. An 
endent company, the Carolina 
erves all or parts of 41 counties 
tern North Carolina. The com- 
installed its 150,000th telephone 
late summer months, 


This company’s overall expansion 
program for 1957 will involve an ex- 
penditure of approximately $13 mil- 
lion which is on about the same level 
as the program undertaken during 
1956. The 1956 program was the 
largest ever undertaken by the com- 
pany. Sea! 

To meet the continually increasing 
demand for telephone service in its 
operating territory during the past 
five years, the company has under- 
taken expansion programs involving 
gross expenditures of approximately 
$42 million. 

Outside Plant Expansion 

Largest single block of the 1957 
program is earmarked for construc- 
tion of additional outside plant. Over 


265 major construction projects are 
scheduled throughout various areas of 
the company and many already have 
been completed. 
1957 Rural Program 

During 1957, as was the case last 
year, considerable emphasis is being 
placed on the company’s rural tele- 
phone development. This year’s rural 
program is a continuation of the 1956 
program which resulted in a net gain 
cf approximately 6,000 rural tele- 
phones. 
Central Office Equipment 

Second largest block of the total 
1957 program is being used for pur- 
chase and installation of additional 
local dial and long distance equipment 


(Continued on page 40) 
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in various central offices. Either local 
or long distance equipment additions 
are scheduled to be made during the 
year in approximately one-half the 
company’s 111 exchanges. 

In about 25 of the company’s ex- 
changes, installation of additional 
equipment will result in conversion of 
these exchanges to the two letter and 
five digit system of numbering. On 
July 21, the company’s last large 
manual exchange was converted to 
dial. Conversion of this Washington, 
North Carolina, exchange to dial 
leaves less than one per cent of the 
company’s telephones still on a 
manual basis. 

Also included in the company’s 
1957 expansion program is construc- 
tion of a $2 million microwave sys- 
tem between Rocky Mount and Fay- 
etteville. This system was placed in 
service early in July and provides a 
main communications artery to route 
long distance calls to and from eastern 
North Carolina. 

Telephone Station Activity 

Approximately $24 million has 
been allocated for purchase and instal- 
lation of telephone instruments and 
related wiring in homes and businesses 
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throughout the company’s territory. 
Last year, the company broke all pre- 
vious records when it had a net gain 
of over 12,000 telephones. 
Land and Buildings 

Rounding out the company’s pro- 
gram for 1957 will be allocation of ap- 
proximately $13 million for land pur- 
chases, construction of new buildings 
and building additions and purchase 
of necessary work equipment. 

A total of 17 new buildings or ad- 
ditions to existing buildings will be 
constructed during the year. 


Chenango & Unadilla Telephone 
Corporation (Norwich, N. Y.). The 
C & U Telephone Corp. serving all 
or part of ten counties in central New 
York state with headquarters at Nor- 
wich, New York, has spent an aver- 
age of one and a quarter million dol- 
lars per year for the past seven years 
on plant additions and improvements. 
Seventy-five per cent of the 28,000 
telephones served by thirty-three ex- 
changes have been converted to dial 
eperation. Operator toll dialing has 
been installed at toll centers. 

During 1958 five additional central 
offices will be converted to dial opera- 
tion. The company anticipates that it 
will be serving nearly 30,000 tele- 
phones by the end of 1958. 


Chesapeake and Potomac Tele- 
phone Company (Washington, 
D. C.). Over three and one-half 
million dollars was appropriated 
recently by the board of directors 
of the Chesapeake and Potomac 
Telephone Company. This appro- 
priation, which totals $3,525,000, 
will be used for plant additions and 
improvements. 

According to H. Holmes Vogel, 
vice president in charge of the 
Washington Company, over $11,- 
620,000 has been appropriated thus 
far this year for improvements and 
expansion required to meet the 
continuing demand for telephone 
service. 


Citizens Utilities | Company 
(Stamford, Conn.). This company 
operates manufactured and natural 
gas, electric, water and telephone 
properties in seven states from Maine 
t. California. Its telephone properties 
are located in Arizona and California. 

A $500,000 dial conversion program 
is budgeted for Kingman, Arizona, in- 
cluding a 900 line terminal per station 
dial system with full toll switchboard 
facilities. In California, a $750,000 


construction program includes major 





additions to toll facilities and ¢ 
sion of the remaining three ex¢ 
to dial. Also, an automa 

ing installation will be « 

the Elk Grove exchang. 
mento. Automatic toll ticke 
ties are also planned for ; 

and Ferndale exchanges. 


The Columbia Tele» 
pany (Columbia, Pa.) 
pendent telephone com: : 
southeastern Pennsylvsniz 
nounced its plans in gener 
coming year. It is estin:: 
creased expenditures of 525 
be made in new plant for 


ing over all classes of servi 
jan inc 


Commonwealth Tele; In the 


pany (Dallas, Pa.). Th 

ccnstruction forecast for Mid Al 
545,000 compared with $2,187 f ay ee 
1957. Much of this exp: ppt facih 
tinuation of modernizati re 

; . On OM looking 
quired property. The company a: the 
pates converting to dial operati tnd 
proximately 6,000 telephones in sate r 

: : cation 
exchanges of Bangor, Millersbu ee 
Kirkwood. The central office oie 
ment for these exchanges has — 
ordered and is scheduled for dé 
during the year. The completig 
these conversions means that tl 
cent Gary property acquisition 
completely dial. 

This company has experienc 
greatest period of growth dun 
first 7 months of 1957 primari 
te reaching out and providing s 
in areas which had been waitin 
telephones for a number of yed 
is anticipated that growth wi 
more normal in 1958, yet evens 
company is hopeful of adding bet 
three and four thousand telephot 
its present 63,000 stations. The 
pany also points to its SAGE 0 
tion, the first for an independent 
phone company to be in complet 
eration around the beginning 0 
year. 


Commonwealth Telephone 
pany of Ohio (Athens, Ohio) 
the past three years this compall 
added approximately $500.000, 
its plant annually. For 1958 ite 
to spend approximately $500.4 
expansion and improvements. 
dial conversion is planved for 
Conversion to “two-five’” num 
is planned for three exc!:anges. 


Florida Telephone Corpo 
(Ocala, Fla.). This con:pany, % 
(Continued on pave 41) 
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ost rap dly growing independent 
“ompanies in the country, 
heart of Central Florida. 
extensive network of 
‘ned local facilities and 
lines, eighteen exchanges 
itl sub-exchanges, it fur- 
ione service to approxi- 
cities, towns, and com- 
ight counties in progres- 
l“lorida—“Empire of the 
it of Citrus Land.” 


‘pment and growth has 
phenomenal side since 
‘phones in service have in- 
from 7,642 at the end of 
‘ar I] to 35,843 as of July 1, 
rease of 28,201 or 369 per 

» ext five years based upon 

e of growth it is estimated 
2,000 additional telephones will 


8 ited, Along with the rapid expan- 


f facilities the company has also 


‘@ engaged in a vigorous and for- 


looking mechanization program, 
ving the conversion of all of the 
ining manual exchanges to dial, 
fication to “two-five” numbering, 
he establishment of customer or 
distance dialing. An extensive 
relay microwave toll network 


has also been established. At the end 
of 1956 the system was 80 per cent 
dial and by the end of 1957 will be 
nearly 100 per cent dial under the 
mechanization process. 

Gross construction in the post war 
period amounts to approximately 
$19,000,000 and there have been 23 
securities issues over the period, con- 
sisting all 11 bond issues, 2 preferred 
stock issues, and 10 common stock 
issues. Under the ten common stock 
issues over the period, the number of 
common stockholders has increased 
from 74 at the end of 1945 to over 
2100 at the present time, and the stock 
is widely held in 37 states. The com- 
pany’s principal underwriters in se- 
curity issues have been Kidder, Pea- 
body & Co. and Merrill Lynch, Pierce, 
Fenner & Beane. 


General Telephone Company of 
the Southwest (San Angelo, Tex- 
as). A milestone of major importance 
was reached recently by General Tele- 
phone Company of the Southwest 
with the installation of its 250,000th 
telephone. 

General Telephone Company of 
the Southwest has made rapid strides 


since it was first organized in Lub- 
bock in 1926, At the time of organi- 
zation, the company was serving 7,- 
000 telephones in Texas and New 
Mexico through thirty-three ex- 
changes. At that time there were 177 
cmployees. Today, 3,700 employees 
work at the general office in San An- 
gelo and in the 264 exchanges located 
throughout Texas, New Mexico, 
Oklahoma, Louisiana, and Arkansas ; 
and the company serves 250,000 tele- 
phones. 

General Telephone Company of 
the Southwest is the largest Independ- 
ent telephone company in the South- 
west and is the fourth largest compa- 
ny in the General Telephone System, 
a network of companies serving 
three million telephones in thirty 
states. General of the Southwest is 
sccond only to General of California 
in the System in rate of growth. 

According to E. H. Danner, com- 
pany president, so far this year the 
company has gained over 7,500 tele- 
phones and expects to gain over 12,- 
000 more before the end of the year, 
through internal growth. The com- 
pany was serving 40,000 telephones 

(Continued on page 42) 








WESTERN CAROLINA TELEPHONE COMPANY is one of the larger regional oper- 
ating telephone companies in North Carolina, operating 19 exchanges with approximately 
12,000 stations. The company serves all or a portion of 11 counties in western and south- 
western North Carolina which are: McDowell, Yancy, Mitchell, Madison, Buncombe, Jack- 
son, Swain, Graham, Cherokee, Clay and Macon, North Carolina and Rayburn County, 


Georgia. 


NORTH CAROLINA TELEPHONE COMPANY operates 9 exchanges in the south cen- 
tral portion of North Carolina, having in service approximately 5700 stations, and serves 
all or a portion of Eastern Mecklenburg County, Union County, Anson County, and Stan- 


ley County. 


The territories of both companies are in a rather rapid growth period due to the diversi- 
ficd type of industry and agriculture in their respective areas. Inquiries are invited from insti- 
tutions and industries interested in plant sites in this section of the South, as well as indi- 


viduals interested in relocating on account of retirement. 


WESTERN CAROLINA TELEPHONE COMPANY 
NORTH CAROLINA TELEPHONE COMPANY 


inquiries should be addressed to the President’s Office, Box 38, Matthews, North Carolina. 
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at the end of the second world war, 
only 3 per cent of which were dial op- 
erated. Today, just twelve years later, 
78 per cent of the 250,000 telephones 
are dial operated i in the company. The 
company’s budget for 1957 and 1958, 
which is in excess of $30,000,000, is 
better than one-half of the total ie. 
phone plant investment of the com- 
pany as of December 31, 1956. 


General Telephone Service Cor- 
poration (New York, N. Y.). This 
service corporation reports that op- 
erations for 1958 for General Tele- 
phone System telephone subsidiaries 
are expected to slightly exceed 1957 
results after taking into consideration 
the acquisition of Peninsular Tele- 
phone Company in July 1957. Gross 
construction for 1958 is now estimated 
«t $200,000,000 (65 per cent in cen- 
tral office equipment and _ outside 
plant), net additions at $165,000,000 
and a telephone gain of 250,000 is 
anticipated. Dial service will increase 
from an estimated 84 per cent at the 
end of 1957 to 86 per cent at the end 
of 1958 and at the close of 1958 the 
System will be uperating about 3,- 
600,000 telephones. 
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Grand River Mutual Telephone 
Corporation (Princeton, Mo.). In 
1958 this company will complete an 
cperation, just now starting, that will 
provide dial service to about 2500 cus- 
tomers on a completely new system in 
Decature and Wayne counties in 
Iowa. Several contracts have not been 
let as of this date, but the investment 
will probably slightly exceed $1,000,- 
C00. Nine manual exchanges will be 
replaced with six dial exchanges. 

Work probably will be completed 
on three new dial systems to replace 
three manual exchanges in Linn 
county, Missouri. Approximately 
1200 customers will be affected with 
an investment estimated at $600,000. 
Completion of these two projects will 
complete the replacement of thirty- 
nine manual exchanges with twenty- 
eight dial exchanges, providing serv- 
ice to 13,000 customers over a com- 
pletely new system. The first dial 
conversion made by the company was 
en August 15, 1955. 


The Hawaiian Telephone Com- 
pany (Honolulu, Hawaii). This 
company, operating more than 160,- 
000 telephones, has completed its 
full conversion to dial operation. 
The firm, which serves the entire 
territory, pioneered in the adoption 
of Strowger dial equipment as long 
ago as 1910. 

The last magneto telephone in 
the islands has been replaced by 
Strowger equipment at Kamuela, 
on the “Big Island” of Hawaii. 
The community, located in the rich 
range country of the Waimea 
Plateau, is the site of the second 
largest cattle ranch in the world. 

Hawaii has long played an his- 
toric role in the pioneering of tele- 
phone service. The Islands’ first 
telephones were installed on the 
island of Maui in 1878... only three 
years after Bell first managed to 
transmit speech sounds over a wire. 
In 1883, King Kalakaua, then 
monarch of the island, chartered 
the firm now known as Hawaiian 
Telephone Company. 

In 1898 Hawaii was annexed as 

Territory by the United States 
and 12 years later installed one of 
the early Strowger dial exchanges. 
The Hawaiian Telephone Company, 
known as Mutual Telephone prior to 
1954, has kept pace with the swift 
economic growth of the Territory 
and, at the same time, has consist- 
ently worked toward complete mod- 
ernization of its far flung facilities. 


Since World War Two ; 
more than trebled its num 
telephones in service. In aq 
to the company’s heavy voly 
inter-island and local traf 
operators last year har ndled 
than 205,000 trans-Pac fie cal 

Last year Hawaii 
Company spent $6,550) 
plant construction. The 
modernization attained 
pany is pointed up by 
63 per cent of the valu 
plant in service is rej 
dollars expended for 
in the past six years. 

In 1956 the total value 
ian Telephone’s plant ws esti 


at nearly $60,000,000. 


Illinois Bell Telephone Co 
(Chicago, IIl.). Construction 
equipment outlays will reach 
000,000 this year, and will co 
through 1958 at somewhere ne 
same level, according to W. V, 
er, president. 

The consistent rise in long dis 
usage requires sizable additions 
inter-city networks, Conversion 
remaining manual exchanges td 
and equipping additional centr 
fices to enable customers to dial 
of their calls to distant point 
proceeding on an orderly basis 
Kahler stated. 

The company installed its 3} 
lionth phone the end of Septer 
Telephones installed during the 
nine months averaged a gain of § 
ly fewer than 700 per business 
decline from last year’s 800 pet 
rate. But the installation of 4 
130,500 phones in the first 
months exceeded the rate of any 
first nine-month period since I! 


Lee Telephone Company | 
tinsville, Va.). This progressive 
pendent telephone company te 
general telephone service th 
fifteen dial exchanges, ten of 
are located in Virginia and fi 

North Carolina. All of thes 
changes are interconnecied by 
of its own toll lines, At June 30, 
it had 22,915 company owned 
phones which were con rected (4 
foregoing exchanges. 

Buildings 

Central office equipment : 

circuits 

Expansion of cable facili 

Station apparatus 

Pole lines 

Aerial wire 


d toll 
y| 
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kingtor. Telephone Company 
. Va.). During the year 
‘ton Telephone Com- 
to complete the con- 
al of the Brownsburg, 


‘xchange where a num- 
ipplicants will be served 


sting subscribers on 
vice will be converted 
nany will be regraded 
‘rade of service. 
pany also plans mis- 
rural line extensions 
the exchanges. of 
Natural 
Glasgow to add new 
ibers. Additional cable 
‘en planned which will 
vice for new applicants 
rovide the necessary 
regrades of present 


ned to change the dial 
§ Buena Vista and Na- 
to “two-five” number- 


yy making all five ex- 


the Lexington Tele- 
pany “‘two-five.” There 
siderable rehabilitation 
ne extensions in all ex- 


+ 


oo ei 
BS 08 GRR exes eiroet tay Bs, 
lok WAH Oeming ROME 8 
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~o Medman Ares 


changes which will provide for an 
anticipated growth of some 450 ad- 
ditional subscribers during the year 
1958. 

The number of telephones in the 
Lexington Telephone Company 
has grown from 4,972 in the year 
1952 to 6,318 stations in May of 
1957. It is anticipated that this 
growth plus the anticipated growth 
for 1958 will give the company a to- 
tal of 6,768 stations in 1958. 


The Lincoln Telephone and Tele- 
graph Company (Lincoln, Neb.). 
One of the largest and oldest inde- 
pendent telephone companies in the 
United States, the Lincoln company 
plans a $6,000,000 extension and im- 
provement program for 1958. 

ight exchanges serving 6,500 tele- 
phones will be converted to dial op- 
eration and ten new buildings will be 
erected. Dial conversions include area 
headquarter exchanges of Auburn, 
Wahoo, David City and Hebron 
where direct distance dialing will 
also be instituted to about half the 
telephones in the state. This year 
the company inaugurated DDD in 


Nebraska from its Beatrice exchange 
and four nearby CDO exchanges. 

Construction will start on an addi- 
tion to the general office building at 
Lincoln. The present three-story 
structure will be extended to eight 
stories and four stories eastward will 
be added. Following completion of 
this building, installation will start on 
intertoll train modification for direct 
distance dialing at Lincoln. Toll ticket- 
ing control positions and four in- 
formation positions will be added to 
the switchboard. 

The company’s first micro-wave 
radio systems for message transmis- 
sion will be installed next year to con- 
nect Lincoln, Beatrice, Wahoo and 
David City. These will be the first 
such systems in Nebraska with intra- 
state terminations. They will be in ad- 
dition to micro-wave installations now 
in use for television at Lincoln and 
Hastings. Over 80 long distance cir- 
cuits by wire and carrier will also be 
added, 

Local facilities will be expanded 
next year by line additions designed 
to serve about 6,000 new main sta- 


(Continued on page 44) 
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tions. Cable extensions and additions 
will amount to $700,000. 

Comparatively, the Lincoln com- 
pany is among the eleven largest In- 
dependent telephone companies in the 
United States and is the largest In- 
dependent in Nebraska. A $42,000,- 
000 company, it has doubled its invest- 
ment in the last nine years and now 
operates 131,000 stations of which 
81% are dial. Target date for 100% 
dial operation is 1962. 


Linn County Telephone Com- 
pany (Lebanon, Ore.). This is a 
small company of 8.000 subscribers 
but its construction plans for the com- 
ing year are relatively substantial. In 
February of 1958, it will complete in- 
stallation and place in operation an 
automatic timing and ticketing instal- 
lation for direct distance dialing. This 
is Satt equipment. It will automatic- 
ally time and ticket toll traffic between 
Lebanon, Sweet Home and Browns- 
ville to the toll center and its tribu- 
taries. A new 15 mile, 7 circuit toll 
line will also be completed and placed 
in service at the same time. 

The foregoing operation will be 


supplemented by additional cable 
plant, replacement of vehicles and in- 
creased station equipment for 200 
subscribers. The total 1958 construc: 
tion program is estimated to amount 


to $210,000. 


Long Lines Department (Bell 
System). The American Telephone 
and Telegraph Company launched a 
new enterprise September 30, 1957, 
with the signing of contracts with 
German and French agencies for con- 
struction of an undersea telephone 
ceble system between this continent 
and Europe. 

The spectacular success of the first 
transatlantic telephone cable system, 
opened for service in 1956, prompted 
the move, according to Frederick R. 
Kappel, president of A. T. & T. He 
said construction of the new system 
would start immediately and would 
be completed in 1959. 

Parties to the contract include the 
French Ministry of Posts, Telegraph 
and Telephones ; the German Federal 
Ministry for Posts and Telecommuni- 
cations: Eastern Telephone and Tele- 


graph Company and A. T. & T. The 


French and German agencies q 
sponsible for telephone services 
in their respective countries, F; 
Telephone and Telegraph Confiki 
a Canadian subsidiary of A, T. 
now owns jointly with (Ca 
Overseas Telecommunic:tion ( 
ration and the British I’ost 0 
radio relay system fron: the 
States to Sydney Mines. Nova 
tia, which will be used by th 
system. 

The new cable systen, will 
the same design as the ‘irst tr; 
lantic link which connec:, the [ 
States and Canada with Engl 
similar cable system now \perat 
tween the States and Al:ska an 
other extending from Califor 
Hawaii was opened for servic 
cently. The new transatl:ntic 5 
will consist of twin cables—o 
carry speech west to cast an 
other to carry speech east to 
ach cable will contain built-ina 
fiers situated about 40 miles apg 

The cable will be able to { 
36 simultaneous conversations, 
agreements signed recently py 

(Continued on page 45) 








U.S.1.T.A. 


Lexington, Virginia 


JEAN S. AUGUSTINE, PRESIDENT 


Happy Birthday 


It's Our Birthday too! 


We have served Rockbridge County 
(SINCE 1897) 
for as Long as you have served the Nation. 


LEXINGTON TELEPHONE CO. 
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‘ie circuits are to go to 
'3 to Germany. The re- 
ircuits are reserved for 


1 agencies afm3 of 
one servicesie and 


‘ountries, Fy 
egrapli Com « other countries in Eu- 
ry of AT. k :ppel said. 

with (Ca will cross the Atlantic 
1uNiIc:: tion foundland and the Brit- 
ish I 'ost 0 la in France. 
fron: the duction of the first un- 


hone cable, which links 
cut to Great Britain and 
; itain with eight countries 
inent, has been an unquali- 
’ Mr. Kappel said. “In 
a \ear, traffic to Great Brit- 
- up 100 per cent and 
« continent 50 per cent.” 
el also cited these facts 
iw cable system: 
| cost about $40,000,000. 
r per cent of the cost will 
the American Company, 


Tine: 


ysten: will 


> able to @hany. 
versations, Both cables are to be laid in the 
ecently prfiher of 1959. 


cuits would follow the route of the 
first transatlantic system. They will 
be carried by radio relay from the 
United States to Sydney Mines, Nova 
Scotia, thence by cable across Cabot 
Strait to Clarenville, Newfoundland, 
where the cable from France will 
terminate. East of Newfoundland, 
the cable will follow a different 
course across the Atlantic. 

The deep-sea portion of the second 
transatlantic system will be some 2,- 
400 miles in length. The first cables, 
which cross the Atlantic between 
Clarenville and Oban, Scotland, are 
about 2,200 miles in length. 


The Newark Telephone Com- 
pany (Newark, Ohio). This inde- 
pendent telephone company which 
serves exchanges at Newark, Gran- 
ville, Hanover, St. Louisville and 
Gratiot, estimates that its 1958 con- 
struction program will cost approxi- 
mately $350,000, featuring a cut over 
te nationwide toll dialing in July, 
1958. 


North State Telephone Company 
(High Point, N. C.). This company 


gram. In the past ten years it has 
spent about $5,000,000 in enlarging 
the plant and system and has grown 
from 10,000 telephones to 30,100 
telephones. It will spend about $1,- 
C50,000 in further plant expansion 
during the next two years which 
should bring it close to 34,000 tele- 
phones at the close of the year 1959. 


Northern Kansas_ Telephone 
Company (Nortonville, Kans.). 
During 1957 this company plans to 
complete an investment in excess of 
$1,700,000.00 in new telephone plant 
and equipment. This includes con- 
verting to dial thirteen small ex- 
changes which serve approximately 
4,500 rural subscribers. This conver- 
sion requires completely rebuilding 
the entire outside plant in each of 
these exchanges as well as the con- 
struction and addition of new dial 
central office exchange buildings. 

The company also will have ac- 
quired four additional exchanges, 


namely Lane, Parker, Greeley and 
Centerville, by the end of October. 
These four exchanges are located in 
east central Kansas. 


page 45) &. Kappel pointed out that on the 
h American continent, the cir- 


(Continued on page 46) 


is continuing its large expansion pro- 








LOCAL AND LONG 
DISTANCE TELE- 

PHONE COMMUNI- 
CATIONS FOR SOUTH CEN- 
TRAL AND SOUTHWEST 
FLORIDA ARE PROVIDED 


BY THE INTER 
COUNTY TELE- Commnnccatcons gor 


PHONE SYSTEM TO Scath Central and 
13COUNTIESFROM Southwest Plovida 
19 EXCHANGES... 


P.U.R. QUESTION SHEETS 
an educational opportunity 


With the least possible expenditure of time, effort 
d money, utility executives, lawyers, accountants, 





gineers and others interested in any phase of pub- 
regulation can keep well informed through 
‘ief, four-page leaflets issued every two Investment $15,000.00 — Over $2,000,- 
000 1957 Budget — Nearly 35,000 Tele- 
phones — Local Service 100 Per Cent Dial 
— Customer Direct Distance Dial Toll 
Service — Mobile Telephone Service — 
Radio-Telephone Service — Nearly 500 
Employees — More Than 20,000 Miles of 
Toll Channels (4 Microwave Systems) — 
1,000 Miles Rural Telephone Subscriber 
Carrier — 75 Per Cent of Plant Installed In 
Last 5 Years, 99 Per Cent In Last 10 Years 
— Over 1,500 Stockholders — Station 
Growth (Percentagewise) Greater Than 
Other Florida Companies for 3 Years. 


sist of 10 questions and 10 authoritative 

»ased on current decisions revealing court 

nission views pro and con. Annual sub- 
ion $10. 


Send your order to 


PU: 1C UTILITIES REPORTS, INC., 
suite 332, Pennsylvania Bldg. 
425 13th Street, N. W. 
Washington 4, D. C. 
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It also has under contract to pur- 
chase thirteen exchanges from the 
United Telephone Company in south- 
eastern Kansas, effective January 1, 


1958. 


Peninsular Telephone Company 
(Tampa, Fla.). This large independ- 
ent telephone company, control of 
which was recently acquired by 
the General Telephone System, has 
served Florida’s central west coast 
since 1901. The company’s budget for 
1958 is being prepared on the basis 
of meeting the continuation of this 
area’s growth and will total approxi- 
mately $25,000,000. It is estimated 
this amount will be required to pro- 
vide the plant and central office ex- 
pansion along with building additions 
to meet an estimated net increase in 
the number of telephones served of 


between 30,000 and 35,000. 


The Peoples Telephone Corpora- 
tion (Butler, Pa.). This independ- 
ent telephone company serving north- 
western Pennsylvania has announced 
the following estimate of present and 
proposed construction : 


$ 30,000 
200,000 
250,000 
100,000 

75,000 
150,000 
150,250 


Puildings 

Central office equipment . . 
Aerial cable 

Underground cable 

Aerial wire 

Pole line 

Station apparatus, etc. 


Total $955,250 

Rock Hill Telephone Company 
(Rock Hill, S. C.). This company’s 
program for 1957 amounts to $402,- 
188, of which $224,715 is for outside 
plant facilities. During 1958 the com- 
pany has planned plant additions 
amounting to $398,160 as follows: 
Plant and building $ 80,000 
Central office equipment 187,310 
Subscriber equipment .... 76,650 
Outside plant 
Vehicles, furniture and fix- 

tures and tools 


Total 


San Marcos Telephone Company 
(San Marcos, Texas). This company 
will continue rural construction and 
extension of cable plant into the new 


subdivisions of the town of San 
cos, Texas, for a total of outside 
expenditures of approximately 
000 during 1958. The compan 
on order a 200 line acddition | 
Stromberg-Carlson XY dial 
which it hopes to have installed 
in 1958. Toll circuits «nd ex 
area service circuits are being 
to Martindale, Stapk May 
Fentress and Prairie Lea areas 
tal cost of these additions will 
proximately $75,000 during 1% 


Tidewater Telephone Co 
(Warsaw, Va.). This company 
construction expenditures of $] 
000 during 1958. Included jn 
program is the installation of 
BD Satt equipment at V\ arsawy 
will provide direct distant 
service to 17 exchanges toll cen 
at the company’s Warsaw: office 


United Utilities, Incorpoj 
(Kansas City, Mo.). During 
and 1958 the estimate of cus 
gain and gross additions to the 
pany’s plant is as follows: 

(Continued on page 47 
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Florida Telephone 
Corporation 
Serves An Area 
of Almost 6,000 
Square Miles In 
Central Florida—“Empire of the Sun 


and Heart of Citrus Land” 


One of the larger, most rapidly growing, and most 
progressive independent telephone companies in the 
country, in one of the fastest growing sections of the 


Operating an extensive network of company-owned 
local facilities, microwave radio relay and long distance 
lines, eighteen exchanges and five rural sub-exchanges 
in eight counties in the heart of progressive Central 








STATEMENT REQUIRED BY THE ACT OF 
AUGUST 24, 1912, AS AMENDED BY THE ACTS 
OF MARCH 3, 1933, AND JULY 2, 1946 (39 U. S.C. 
233) SHOWING THE OWNERSHIP, MANAGEMENT 
AND CIRCULATION of Public Utilities Fortnightly 
published fortnightly at Baltimore, Maryland for 
October 1, 1957. 


1. The names and addresses of the publisher, editor, 
managing editor, and business managers are: 


=e Utilities Reports, Inc., Washing- 
ton: 2. 'C. 


Editor-in-Chief: Ellsworth Nichols, Rochester, N. Y. 
yA Editor: Francis X. Welch, Washington, 


Business manager: A. S. Hills, Washington, D. C. 


2. The owner is: (If owned by a corporation, its 
name and address must be stated and also immedi- 
ately thereunder the names and addresses of stock- 
holders owning or holding 1 per cent or more of total 
amount of stock. If not owned by a corporation, the 
names and addresses of the individual owners must 
be given. If owned by a partnership or other unin- 
corporated firm, its name and address, as well as 
that of each individual member, must be given.) 
Public Utilities Reports, Inc., Washington, D. C.; 
George H. Blake, Newark, N. J.; Harland C. Forbes, 
New York, N. Y.; Ernest R. Acker, Poughkeepsie. 
N. Y.; R. N. Benjamin, New York, N. Y.; George § 
cg aad York, N. Y.; Stuart Cooper, Wi!ming- 
ton, 3 


3. The known bondholders, mortgagees, and other 
security holders owning or holding 1 per cent or more 
of total amount of bonds, mortgages, or other se 
curities are: None. 
4. Paragraphs 2 and 3 include, in cases where the 
stockholder or security holder appears upon the 
books of the company as trustee or in any other 
fiduciary relation, the name of the person or cor 
poration for whom such trustee is acting; also the 
statements in the two paragraphs show the affiant’s 
full knowledge and belief as to the circumstances 
and conditions under which stockholders and security 
holders who do not appear upon the books of the 
company as trustees, hold stock and securities in 4 
capacity other than that of a bona fide owner. 
PUBLIC UTILITIES REPORTS, INC 
A. S. Hills, Business Manager 
Sworn to and subscribed before me this 23rd day 0 
September, 1 


Josephine A. Olker 
Notary Public 


(My commission expires August 31, 1958) 
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INDUSTRIAL PROGRESS—( Continued) 


1957 


omers Gained : 


37,800 
1,600 
(1) 39,400 


‘; Additions to Plant: 


ne .......-+- $19,300,000 
Water, Gas 
ropane 


1,700,000 


$21,000,000 


1958 


Bark Is Worse Than Your Bite,” a 
combination of techniques and humor- 
ous examples showing how good com- 
munications is the key to better under- 
standing in day-to-day living. 

James I. Hunt, president of the 
Ohio Independent Telephone Asso- 
ciation and also president of the 
Home Telephone Company, Middle- 
field, will act as toastmaster at each 
of the meetings. 

This is the fourth consecutive year 
that the Association has held this type 
of meeting in each of its districts for 
the purpose of keeping its membership 
informed on the latest developments 


in public relations. The 106 member 
companies comprising the Ohio Inde- 
pendent Telephone Association are 
currently serving more than 750,000 
customers in 70 per cent of the state’s 
land area. 


Bell System, Independent, 
Companies Joint Fair Exhibit 


TWO of America’s great communi- 
cations systems, The Pacific Tele- 
phone and Telegraph Company and 
General Telephone Company of Cali- 
fornia, combined forces at the Po- 


(Continued on page 48) 
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age 47 Includes approximately 21,300 : he Columbia Gas System, Inc. 

ons acquired during year, _ 

he company’s 1958 construction 
eT cag gram will be primarily one of con- 5% Debentures, Series I Due 1982 
U.$.¢. [ng manual telephone exchanges 
se al operation. During’ 1958, 32 ex- Dated October 1, 1957 Due October 1, 1982 
land for [ges, serving approximately 65,- 

telephones, are scheduled for dial 

I 

r, editor, : anes 
re: ersion and customer toli dialing 
Washing- , 
atin Price 100% and Accrued Interest 
er, N.Y. 
shington, 

hio Independent Telephone 
von te (psociation Schedules District 
ition, its lati Cc u 
— Meetings Copies of the Prospectus may be obtained in any State in which this 
of stock 9 : 7 , 4 
otto ME fC: aor _— announcement is circulated from only such of the undersigned or other 
tion, the MERIES of six district public re- OR 
are rit ; 2 ; dealers or brokers as may lawfully offer these securities in such State. 
er unin. e's Meetings for members and 
well as Hts of the Ohio Independent Tele- 
He \ssociation will be held 
" Forbes, ; ‘ : ven ag : ~ _ . . : 
rkeepsic eghou’ the state during October Merrill Lynch, Pierce, Fenner & Beane White, Weld & Co. 
—- November, according to Daniel 
at aves, executive vice presi- . me , 
i ain “ee “i executive wice pres A.C. Allyn and Company A. G. Becker & Co. Equitable Securities Corporation 
=n more aes 4 x at ts: tual at Incorporated Incorporated 
ahal i gs this year will be held a 
al “ober 23: Aurora, October Hayden, Stone & Co. Hornblower & Weeks Laurence M. Marks & Co. 
ere fe B Cambridge, November 7: Rus- 
pon the ambridge, November /; Kus 
ny other MM Point. November 13: Chillicothe, F. S. Moseley & Co. Phelps, Fenn & Co. Salomon Bros. & Hutzler 


or cor 
also the 


ember 20: and Norwalk, Novem- 
affiant’s 4 


Francis I. du Pont & Co. Cooley & Company 


' Shields & Company 
Fatured speaker at each of the 
ings will be Richard J. Anderson, 
tant to the director, Battelle 
oral Institute, nationally recog- 
I independent scientific research 
mization, Columbus. A member of 
attelle staff since 1948, Ander- 
vill speak on the subject ‘Your 
ER 24, 1957—PUBLIC UTILITIES FORTNIGHTLY 
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mona Fair to provide a colorful ex- 
hibit displaying new developments in 
the telephone industry. The Fair was 
held September 13 to September 29. 

The theme of the telephone exhibit 
stressed the cooperation which exists 
between these two leading communi- 
cations systems. 

The latest in telephone equipment 
being displayed this year, included 
the Dialaphone (which automatically 
dials telephone numbers) ; the elec- 
tronic secretary; the “hands-free” 
telephone; school-to-home telephone 
system (permitting handicapped stu- 
dents to attend school from their bed- 
sides ) ; the hearing aid instrument and 
a new type of intercommunicating 
system for use in homes and industry. 

Interesting demonstrations were 
also conducted by the two companies. 
One demonstration, for example, took 
the viewer through the course of a 
telephone call, showing the switching 
and automatic toll ticketing equipment 
in action. The audience was able to 
see how information is automatically 
recorded on a punched tape when a 
toll call is placed. 

The “Hear Your Voice” unit per- 
mitted guests to speak into a trans- 
mitter and then hear their voices 


played back to them on a recorder. 
The Pacific Telephone and Tele- 


graph Company operated a section of 
the display which featured free long- 
distance telephone calls to any point 
in the United States. These calls are 
offered at frequent intervals to demon- 
strate the convenience and economy of 
present day long distance communi- 
cation. 

Visitors to the telephone display 
booth saw a colorful array of tele- 
phone instruments, including three 
new colors Forget-Me-Not: blue, Ca- 
melia pink and Gardenia white. Other 
colors include beige, turquoise, red, 
yellow, ivory, dark blue, green and 
grey. 


Bell Laboratories Discovers New 
Process for Bonding Plastics to 
Rubber and Metals 


THE world’s most widely-used plas- 
tic can now, for the first time, be satis- 
factorily joined directly to rubber, 
brass or brass-plated metals. 

3ell Telephone Laboratories re- 
ported recently that an adhesive many 
times stronger than any currently 
used for this purpose makes it possi- 
ble to achieve a lasting bond between 
polyethylene and brass or natural and 
some synthetic rubbers. 

Polyethylene, the amazing versatile 
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plastic, has found a place in every 
American home since its discovery in 
the Thirties. It is used to make squeeze 
bottles for cosmetics, baby bottles, 
pliable hose and utensils ranging from 
sieves to dust pans. It is wrapped in 
thin sheets around fresh fruits and 
vegetables and other products dis- 
played in stores. One of its principal 
industrial applications is its use as a 
covering for telephone cables. 

For many years industry has needed 
a strong adhesive to use with poly- 
ethylene. Research at Bell Laborato- 
ries has resulted in a simple bonding 
process that fills this need. 

Based on a_ synthetic material 
known as “partly hydrogenated poly- 
butadiene,” the adhesive is so strong 
it will resist a pull of approximately 
one thousand pounds per square inch, 
much greater than present day pres- 
sure-sensitive adhesives. 

The application of the polybutadiene 
product as an adhesive and the physi- 
cal processes necessary to make this 
possible are the work of Henry Peters 
of Bell Laboratories’ chemical research 
department. 

The bonding is accomplished with 
heat ranging from 250 to 350 degrees 
Fahrenheit and pressures of one hun- 
dred pounds per square inch or less, 
although higher temperatures and 
pressures may be used. The process 
may be extended to plastics related to 
polyethylene, Bell Laboratories. re- 
ported. 

More than 550 million pounds of 
polyethylene were produced last year. 
Industry experts estimate that it wiil 
become the first billion-pound-a-year 
plastic and that this level of produc- 
tion may be achieved by 1960. It is ex- 
pected that the bonding agent will 
greatly increase the applications of 
polyethylene products. 

The bonding agent will be of con- 
siderable value to the Bell Telephone 
System and to the plastics and rub- 
ber industries. Some of its major ap- 
plications may be: the bonding of in- 
sulation to conductors in plastic “drop 
wire” used to extend telephone serv- 
ice from the line to the home, and in 
the bonding of polyethylene to brass 
in submarine cable repeaters (ampli- 
fiers) for underwater telephone 
cables. 

Other significant uses will be the 
bonding of linings to tanks and the 
bonding of polyethylene coatings on 
plating racks or wherever else they 
are needed. 

The process will protect metals from 
corrosion since the polyethylene can 
be fixed directly upon the metal with- 


out the use of intermediate ma 
other than the adhesive. 

The need for such an adchesiy 
been particularly acute in such 
munication equipment as und 
telephone cables, which must be 
structed to resist both prvssur 
water. To bond natural rubl.er to 
ethylene in these cables ii has| 
necessary to use four interme 
layers of polyethylene and my 
rubber mixtures. This com) lex 
ing process can now be clin; 
since the new process requir’’s on 
adhesive to join rubber ind 
ethylene together. ' 


New Brush-on Preservati 
Developed by Androc Che 

Fast, low-cost supplementary} 
ment of in-service utility poles ¢ 
removal operations cause by 
widening or other reasons is now 
sible, according to the Androc (h 
cal Company, with a new bri 
type penta preservative develop 
the firm. 

A spokesman for the Minneg 
chemical company said that the 
brush-on preservative contain; 
identical toxic ingredients as P 
Creo Paste which was introduced 
the firm to the utilities field abou 
years ago. 

Active ingredients include 
pentachlorophenol, (by weight), 
osote and sodium fluoride with; 
trating agents added. The produ 
a consistency approximating al 
cream, assuring a good heavy pr 
tive coating to the pole being tr 

The new brush-on preservatitt 
be used only where no painting! 
quired. 

The company spokesman addel 
the brush-on type has several aif 
tages not found in paste when 
for supplementary treatment of 
type. These include speedier appl 
tion, easier handling, faster pet 
tion and lower cost. 

Androc Polewrap, which is us! 
tensively with the Penta-Creo !' 
is suggested to assure longer in 
ice pole life. However, it is not 
sary, the Androc spokesman} 
Polewrap is wrapped aroun 
treated portion of the pole am 
tened securely with staples. 

Suggested application procedtt 
the brush-on preservative it 
vigorous brushing with a still! 
brush to remove all rot pockets:4 
cation of the preservative witha! 
from 18” below ground level tt 
above ground line. Samples #4 
upon request. 
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sume (1956 CONVENTION 


NATIONAL Ne ST AT SAN FRANCISCO, CALIFORNIA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
services of public utilities and transportation 
companies including the following: 


Depreciation, Valuation, Railroad Passenger Deficit and Regulation of Public Utilities. 
Panel discussions on the subjects of "Cost of Capital as Related to Rate Return" and 


"Regulatory Protection of Consumers". 
Price $10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 
Local Service Telephone Rates 

An excellent compilation of rates prepared by NARUC Subcommittee on “exchange rates” 
for all exchanges of Bell System, the rates of cities of 50,000 population or more for 
Bell and Independent exchanges, rates of borrowers from R.E.A., and tabulation of above 
exchanges which had ten cent coin telephone rate in effect June 30, 1954. 128 pages 
for use in loose leaf binder and 48 revision pages as of December 1955 and 42 revision 
pages as of October 1956 


Message Toll Telephone Rates and Disparities 
400 pages of text, tables and charts, hard back cover—a report of the NARUC-FCC 
Joint Toll Rate Committee. Special price ....... Tai SoLyetal ate rote ayalatvloler aust atSler is otaistelasorneets 


Telephone Separations Manual 
Includes the 1952 addendum, the so-callea Charleston Plan and the 1956 addendum, the 
so-called Phoenix Plan changes 


Depreciation: 
1943-1944 Reports of Committee on Depreciation (reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 

of the problems of depreciation on public utility regulation and set forth conclusions 

concerning the policies and practices which should be followed in respect thereto. 

326 pages, paper bound 4.50 
1946—Methods of Pricing Retirements from Group Property Accounts 1.25 
1948—Letter Symbols for Mathematics of Depreciation 1.00 
1948—Half Cycle Methods of Estimating Service Life 1.00 
1950—Remaining Life Basis of Accounting for Depreciation 50 
1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under 

Internal Revenue Code of 1954) 1.25 
1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities) 1.00 


Interpretations of Uniform System of Accounts for Electric Utilities— 
Cases Nos. 45 to 119 (1938 to 1955) 2... .. ccc cece cece cece ccccccesceccces 1.50 


Interpretations of Uniform System of Accounts for Gas Utilities— 
Cases Nos. 1 to 80 (1938 to 1955) ........ccecceeceeee sists waleie\s cs sees ees 1.50 


Interpretations of Uniform System of Accounts for Water Utilities— 
ases Nos. 1 to 65 (1938 to 1955) 


(When remittance accompanies order, we pay forwarding charges.) 
NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
P. O. BOX 684 WASHINGTON 4, D. C. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK . PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, REPORTS, APPRAISALS AND MANAGEMENT 











% Standby 
%* Augmentation 
* 100% Town Supply 


Design « Engineering ¢ Construction 


DRA KE & TOWNSEND 11 WEST 42ND STREET NEW YORK 36,N. Y. 


gc ford, Bacon & Davis 
BaD VALUATION Engine oo eenee 


REPORTS 
NEW YORK @ CHICAGO @ LOS ANGELES 











GIBBS & HILL, inc. 
Consulting Engineers 
DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 











GILBERT ASSOCIATES, INC. 


GA ENGINEERS © CONSULTANTS © CONSTRUCTORS 
607 WASHINGTON ST. 
READING, PA. 


FOUNDED 1906 
@ WASHINGTON @ PHILADELPHIA @ NEW YORK 
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PROFESSIONAL DIRECTORY 


(continued) 





W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 














GusTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 











HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ° COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











tee Kuljian Gyocaion 
Sein cERS - moms + RUCTORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND enn 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR MUNICIPAL 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 
MIDDLE WEST SERVICE 'COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 





Organization * Corporate Practices ° ———— ° Budgeting ° Financing * Taxes * Stock Transfer *« Appraisals * Valuat ° E 
Analysis ¢ Cost of Money Studies * Dep n Studies « ing * System Planning © Industrial Engineering * New Business © Rates ¢ Pricing 
Sales and Marketing * Safety * Insurance ¢ “Pensions * Employee Welfare « Public Relations ¢ Advertising * Personnel * Industrial Relations 


20 NORTH WACKER DRIVE e¢ CHICAGO 6, ILLINOIS 








Pioneer Service a Co. 


CONSULTING, DESIGNING AND a ) SPECIALISTS IN 
OPERATING ENGINEERS \ : ACCOUNTING, FINANCING, RATES, 
PURCHASING | INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 








SANDERSON & PORTER 


CONSTRUCTION ¢ REPORTS & 
SURVEYS 
NEW YORK NEW YORK 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 











b DESIGN *« CONSTRUCTION 

Stone & We ster REPORTS + APPRAISALS 

ENGINEERING CORPORATION EXAMINATIONS 
CONSULTING 
ENGINEERING 


New York Boston Chicago Pittsburgh Houston 
San Francisco Los Angeles NYo uae eo OS Weract tae) 





The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4. N. Y. 








Whitman, Requardt and Associates 
DESIGN — SUPERVISION HANDY.WHITMAN INDEX 


REPORTS — VALUATIONS PR Bg oy 


Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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PROFESSIONAL DIRECTORY (concluded) 





Abram6’Aerial Survey 
CLaporation 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 


Abrams Bldg. Lansing, Mich. 


PETER F. LOFTUS CORPORATION 


TH c. 


Design and C ing Eng s 
Electrical * Mechanical * Structural 
Civil * Nuclear ¢ Architectural 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 





re 
Op Ay 
“eusuco 








BURNS & McDONNELL 
Engineers - Architects - Consultants 
KANSAS CITY, MO. 

P.O. Box 7088 
Phone: DElmar 3-4375 


LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 





MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


foe Bee Show. a ae) 
GAS anv SERVICE CO. 


327 So. LaSalle St., Chicago 4, UL. 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils Mechanics 
Testing—Inspection—Analysis 
Main Office Pittsburgh, Pa. 

32 Laboratories in Principal Cities 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 





A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
Power STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, ILL. 
Los Angeles Tampa 








FRANCIS S. HABERLY 
CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


The R. W. STAFFORD CO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 

Natural Gas Conversions 
Plant Management & Operation 
Accident & | e Investigati 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant St, Phone UNiversity 4-6190 














JACKSON & MORELAND INC. 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
Boston New York 





SVERDRUP & PARCEL, INC. 
Engineers — Architects 
Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems — Industria! Plants 
Studies — Reports 


San Froncisco . 





St. Louis Washington 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready ie 
ence. Their products and services cover a wide range of utility needs. 


A 
Abrams Aerial Survey Corporation .... 
*Allen & Company .. 
*Allis-Chalmers Manufacturing Company 
American Appraisal Company, The 
American Telephone & — ny 
AMP Incorporated ) 
*Analysts Journal, The 
Anchor Metals, Inc. 
Astra, Ine. 


Babcock & Wilcox Company, The 
*Beckman Instruments, Inc. 

*Bell Helicopter Corp. 

Berry, L. M., and Company ; 
Black & Veatch, Consulting Engineers oe 
*Blyth & Company, inc. 

Burns & McDonnell Engineering Company 


c 


Carolina Telephone & Telegraph Company . 
Carter, Earl L., Consulting Engineer .. 
*Cating Rope Works, Inc. We 
Cleveland Trencher Company, The 

Chase Manhattan Bank, The 

Columbia Gas System, Inc., The 
Combustion Engineering, Inc. 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. 

Consolidated Gas and Serivce Company 


Day & Zimmermann, Inc., Engineers 


Delta-Star Electric Division, H. K. Porter Company, Inc. 


Dodge Division of Chrysler we 
Drake & Townsend, Inc. 
*Dresser Industries, Inc. 


*Eastman Dillion, Union Securities & Company .. 
*Ebasco Services Incorporated 
*Electro-Motive Division, General Motors 
“4 
*First Boston Corporation, The 
*Fish Service Corporation 
Florida Telephone Corporation 
Ford, Bacon & Davis, Inc., Engineers .. 


G 


Gannett Fleming Corddry and Carpenter, Inc. 
General Electric Company 
General Telephone System as 
Gibbs & Hill, Inc., Consulting Engineers 
Gilbert Associates, Inc., Engineers ......... 
Gilman, W. C., & Company, — _ 
*Glore, Forgan & Company ; 
H 


Haberly, Francis S., Consulting Engineers ... ; 
Halsey, Stuart & Company, Inc. .................. 
*Harriman, Ripley & Company ce 
Hirsch, Gustav, Organization, 
Hoosier Engineering Company 

I 
Inter-County Telephone & Telegraph Company 
*International Business Machines Corp. 
*International Harvester Co., The 
Irving Trust Company 


Jackson & Moreland, Inc., Engineers 
Jensen, Bowen & Farrell, Engineers 
*Justrite Manufacturing Company 
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Kander, Allen, & Company 
*Kellogg, M. W., Company, The 
Kerite Company, The 

Vidder, Peabody & Company . 
*Kuhn Loeb & Company 
Kuljian Corporation, The 


*Lanaley, W. C. & Co. ........... 

Lee Telephone Company 

Leffler, William S., Engineers Associated 
*Lehman Brothers ... 3 
*Loeb (Carl M.) Rhoades & Co. 

Lexington Telephone Company . 
Lincoln Telephone & Telegraph Company, The . 
Loftus, Peter F., Corporation ; 

Lutz & May Company, Consulting Engineers . 


M 
*Main, Chas, T., Inc., Engineers 
*McCabe-Powers Auto Body Company 
Merrill Lynch, Pierce, Fenner & Beane 
Middle West Service Company 
Miner and Miner ae 
*Minnesota Mining & Mfg. ‘Company 
*Morgan Stanley & Company 3 
Morysville Body Works, Inc. ; 
*Motorola Communications & Electronics, ‘Inc. 


National Association of Railroad & 
Utilities Commissioners 
Newport News Shipbuilding & Dry Dock Co. 
North Carolina Telephone Company 
North State Telephone Company . 
*Nuclear Development Associates, Inc. 


*Osmose Wood Preserving Co. of America, Inc. 


*Pacific Pumps, Inc. . 
Pioneer Service & Engineering Company 
Pittsburgh Testing Laboratory 


R 
Recording & Statistitcal Corporation . 
Remington Rand Div. of Sperry Rand Corp. 
Robertson, H. H., Company 


Sanderson & Porter, Engineers . 

Sargent & Lundy, Engineers 

>cuuiman, A. S., Electric Co., Engineers 
*Smith, Barney & Company 

*Southern Pipe Coating Company . 

*prague Meter Company, The . 

Stafford, R. W., Company, The, Consultants ... 
Stone and Webster Engineering Corporation 
Sverdrup & Parcel, Inc., Engineers 


T 


*Texas Eastern Transmission Corporation 


U 
United States Independent Telephone Association 
Outside Back — 


United Utilities, Incorporated .. 


Ww 
Western Carolina Telephone Company 
*Westinghouse Electric Corporation 
White, J. G., Engineering Corp., The 
*White, Weld & Co. 
Whitman, Requardt and Associates 


Y 
*Yawman and Erbe Mfg. Co. . 
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The doors are open at Automatic Electric’s new plant at Northlake, Illinois. 
Here, under one roof, 10,000 engineers, scientists and skilled telephone people 
are working to improve and expand the nation’s communications system. 


This manufacturing unit of General Telephone is already in high gear. 
From its fast-moving production lines flow the intricate equipment 
needed by the 4,300 independent telephone companies 
which serve two-thirds of the area of the United States. 


G: NERAL 


“@e/ GENERAL TELEPHONE SYSTEM 


SYSTEM 





ann ee og rans #4 





Long distance 


Our lines reach all the way back to 1897 .. whell 
Independent telephone companies formed a nationa! associal 


share ideas and experience . . . to keep pace with a fast-cht 


60 ire g America. Today, 4,400 Independents own a $2.5 


stake in America’s future—serve more than nine milli :n tele 


of Growing Servic2 


1897-1957 throughout two-thirds of the entire arec >f oirl 


INDEPENDENT TELEPHONE COMP.,NI 
U.S. Independent Teleph ne Ass 


| 
= / Z hel DINE ou reach all America Pennsylvania Building, W sshingto 





